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REMARKS  OF  MR.  BROSIUS. 


Mr.  Chairman  and  Gentlemen  of  the  Com3iittee;  It  is  a safe 
principle  in  legislation  never  to  change  existing  law  until  it  is  demon- 
strably clear  that  some  evil  exists  which  requires  a remedy.  Purely 
experimental  legislation  is  always  to  be  deprecated,  and  in  no  case 
should  the  legislative  remedy  exceed  the  evil  which  calls  it  forth. 
That  this  country  is  suffering  from  ffnancial  or  other  ills  which  need 
curative  legislation  may  be  admitted.  If  there  were  any  considerable 
unity  among  us  as  to  the  character  and  cause  of  our  ffnancial  ills,  there 
would  be  some  hope  of  achieving  legislation  tending  to  cure  them.  In 
our  efforts  in  this  behalf  we  are  severely  hampered  by  a confusion  of 
tongues  which  is  perhaps  without  a parallel  since  the  lingual  curse 
of  Babel.  My  purpose  in  the  desultory  observations  I shall  be  able  to 
submit  is  to  point  out  the  real  difficulties  which  afflict  the  finances 
of  the  country,  and  the  cause  of  them,  and  to  show,  first,  how  entirely 
illusory  are  most  of  the  propositions  which  have  been  formulated  and 
submitted  to  this  committee  as  remedial  measures,  and,  in  the  second 
place,  that  our  disease  has  not  become  so  inveterate  as  to  resist  all 
treatment.  Proper  remedies  will  restore  the  patient;  unsuitable  ones 
are  likely  to  prove  abortive,  and  will  probably  increase  the  difficulties 
rather  than  relieve  them. 

In  considering  a situation  as  complex  in  its  causes  and  as  hurtful  in 
its  consequences  as  the  ])resent  monetary  situation,  it  may  help  us  to 
arrive  at  a conclusion  as  to  what  are  the  real  causes  of  the  difficulty  by 
bringing  into  distinct  view  some  alleged  causes  which  have  in  fact  had 
very  little,  if  any,  agency  in  its  production. 

The  chief  difficulty  which  plagues  the  country  and  distresses  the 
Secretary  of  the  Treasury  is  that  he  can  not  keep  up  the  gold  reserve, 
lustitutioiis  and  individuals  are  constantly  presenting  paper  for  gold 
redemption,  and  foreign  exchange  is  at  a rate  which  makes  it  profitable 
to  export  gold  rather  than  purchase  foreign  bills  of  exchange.  In  my 
judgment,  the  origin  of  this  difficulty  is  not  to  be  found  in  any  defect 
in  our  national  banking  system,  but  in  a totally  different  quarter.  It 
is  no  more  involved  in  the  note-issuing  function  of  our  national  banks 
than  it  is  in  the  Turkish  massacre  of  Armenian  Christians.  What  is 
the  trouble  with  our  banking  system'?  For  over  thirty  years  that  sys- 
tem has  been  in  successful  operation.  The  law  has  remained  substan- 
tially the  same  through  all  that  period.  Ko  other  system  ever  in  vogue 
in  this  country  has  been  comparable  with  it  in  subserving  successfully 
the  ends  of  a banking  system.  The  benefits  it  has  conferred,  the  bless- 
ings it  has  bestowed  upon  our  people,  are  beyond  the  power  of  human 
calculation.  It  has  supplied  us  with  a currency  which  meets  the 
requirements  of  the  five  points  of  currency  Calvinism,  upon  which  we 
should  insist  as  the  standard  of  our  ffnancial  faith,  namely,  safety, 
uniformity,  convertibility,  sufficiency,  and  elasticity.  In  latter  years  it 
is  said  that  it  has  failed  in  the  last  of  the  requisites  named,  and  to  some 
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the  one  jn-eceding  the  last.  Its  national  charaider  made  it 
)f  our  i>eople.  Its  nniformity  promoted  their  c(»nvenience. 
made  it  e(inally  valuable  and  e(|nallj"  current  in  all  ]»arts  of 
If  it  lacked  in  any  respect  being  as  perfect  a device  for 
our  peoide  with  a sound  pa})er  currency  as  the  wit  and  wis- 
11  ever  conceived,  that  lack  can  easily  be  supplied  without 
the  system  or  superseding  it  by  an  inferior  one. 


ELASTICITY. 
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liar  complaint  against  our  bank  currency — and  it  is  of  coin- 
recent  origin — is  its  laiik  of  elasticity.  It  has  even  been  said 
liters  that  elasticity  is  incomiiatible  with  absolute  safely, 
rue,  then  we  are  driven  to  elect  which  we  will  have  at  the 
other.  When  such  an  alternative  is  presented  to  the  Amer- 
they  will  not  be  long  in  pronouncing  their  preference  for 
[le  idea,  however,  that  safety  and  elasticity  are  incompatible 
roceeds,  in  my  opinion,  from  a misconception  of  what  consti- 
icity.  This,  indeed,  is  the  very  crux  of  the  whole  matter, 
f it  is  variously  stated  by  different  writers,  but  the  substance 
ited  of  unnecessary  verbiage,  is  that  the  amount  of  circula- 
s itself  to  the  needs  of  business,  going  out  when  needed  and 
when  the  need  has  passed.  jS"ow,  it  is  obvious  that  to  put 
vhen  the  need  arises  requires  that  they  be  on  hand  when  no 
i.  The  bank  must  be  over-supplied  when  the  need  is  less  in 
o be  under-supplied  when  the  need  is  great.  This  involves 
3tes  idle  in  the  vaults  at  times,  and  unless  the  bank  can 
notes  on  conditions  which  will  enable  them  to  keep  them  idle 
rithout  too  great  loss,  elasticity  is  impossible.  The  situa- 
elojied  in  the  following  examination  of  Mr.  Butler,  president 
ional  Tradesman’s  Bank  of  New  Haven,  before  the  Banking 
icy  Committee  of  the  last  Congress,  which  I take  the  liberty 


Mr.  Brosi  ;s.  I desire  to  bring  into  more  distinct  view  your  thought  upon  the  real 
nature  of  tli3  difficulty  of  inelasticity  in  our  present  banking  currency.  If  I under- 
stand you,  t le  chief  difliculty  is  that  in  order  to  have  an  elastic  paper  currency  the 
banks  must  be  able  to  keep  on  hand  at  times  a greater  amount  than  is  needed  in 
order  to  liava  it  to  use  at  other  times  when  the  need  is  greater? 

Mr.  Butli  k.  Yes,  sir, 

Mr.  Brosi  us.  The  portion  of  the  currency  which  the  banks  are  required  to  hold 
idle  must  n<  t cost  them  too  much.  Under  the  present  system  you  say  it  costs  the 
banks  too  m ich  to  hold  any  amount  of  idle  notes  for  issue  when  the  need  increases. 

Mr,  Butli  r.  That  is  correct. 

Mr.  Brosi  :s.  That  is  the  idea,  is  it? 

Mr.  Buna  R.  Yes,  sir. 

Mr.  Brosi  s.  Then  in  order  to  have  the  volume  of  currency  sufficiently  elastic  the 
banks  must  xet  that  currency  gratuitously;  they  can  not  afford  to  pay  anything  for 
it.  Is  that  1 lie  idea? 

Mr.  Butli  r.  They  can  not  afford  to  pay  very  much  for  it. 

Mr.  Brosi  js.  When  the  banks  themselves  issue  the  notes,  as  proposed  in  your  plan, 
that  costs  tl  cm  nothing? 

Mr.  Butli  r.  No. 

Mr.  Brosi  ;s.  And  when  the  notes  are  requued  to  lie  idle  in  the  bank,  there  is  no 
expenditure  to  the  bank? 

Mr.  Butli  r.  That  is  correct. 

Mr.  Brosi  ;s.  But  they  have  to  spend  a part  of  their  capital  for  the  bonds  to  secure 
their  notes,  ind  that  costs  them  too  much.  Is  that  the  idea  t 

Mr.  Butlj  r.  That  is  correct. 

Mr,  Brosi  ;s.  Now,  suppose  the  bonds  of  the  Government  were  sufficiently  abun- 
dant to  he  o itainable  with  ease,  and  that  they^  paid  a sufficient  interest,  so  that  the 
banks  could  afford  to  hold  in  their  vaults  at  all  times  a sufficient  amount  of  cur- 
rency to  use  when  the  need  increased — you  understand  me? 

Mr.  Butle  r.  Yes,  sir. 
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Mr.  Brosius  (continuing).  Without  any  loss  to  the  bank ; tlien  the  elasticity  would 
not  be  diminished,  because  the  currency  would  be  based  upon  Government  bonds  as 
security, 

Mr.  Butlkr.  On  the  condition  that  the  bonds  carried  the  rate  of  interest  that  the 
hank  must  make  on  its  loans,  and  only  on  that  condition. 


It  is  tlius  evident  that  elasticity  does  not  eoncein  itself  with  tlie 
source  from  which  the  notes  emanate,  nor  the  character  of  the  security 
beliind  them,  but  only  about  tlie  fact  of  their  presence  or  absence  when 
needed.  The  authority  to  issue  notes  and  the  incentive  to  do  so  result 
ill  the  act  of  issue.  From  the  union  of  jiower  and  profit  springs  elas- 
ticity. Any  system  of  banks,  wlietlier  national  or  State,  which  has 
antliority  to  issue  notes,  and  there  is  suflicient  incentive  in  the  ]»rofits 
to  do  so,  will  sujqdy  an  elastic  currency.  The  note  in  bank  waiting  to 
be  used,  whether  it  is  issued  on  Government  bonds  or  against  the  credit 
of  the  bank,  goes  out  to  meet  a demand  and  returns  when  the  demand 
ceases.  If  tlie  note  is  not  there,  because  tlie  bank  could  not  afford  to 
keei)  it  in  waiting,  or  for  any  other  reason,  the  need  goes  nniiiet,  and 
the  cnrrency  is  inelastic  because  it  does  not  adjust  itself  to  the  needs 
of  business. 

The  conditions  of  elasticity  may  be  present  in  a bank  without  auy 
circulation  at  all  if  its  deiiosits  supply  all  the  money  it  can  use.  The 
JMecliaiiics’  National  Bank  of  New  York,  with  830,0<M),000  of  deposits, 
needs  no  cii  culation.  There  is  always  money  on  hand  to  meet  any  need 
that  arises;  and  money  that  costs  them  notliing  they  can  afford  to  hold 
to  meet  the  coming  need. 

yo  that,  on  reason  and  priiiciide,  the  conclusion  is  irresistible,  that 
if  the  cost  of  carrying  a circulation  is  not  too  great,  and  bonds  can  be 
supplied  that  will  yield  a rate  of  interest  tliat  will  make  it  [irolitable 
for  banks  to  issue  notes,  tliey  will  be  issued  to  meet  the  demands  of 
business,  and  we  will  have  an  elastic  currency.  But  the  conclusions 
of  reason,  as  we  would  exi)ect,  are  contirnied  by  ex[)erience  and  obser- 
vation, and  accordingly  we  find  that  during  the  ])eriod  when  the  interest 
on  bonds  was  high  enough  to  make  it  profitable  to  carry  sufficient  cir- 
culation, there  was  no  complaint  ot  lack  of  elasticity,  and  circulation 
steadily  increased  until  it  reached  the  sum  of  over  $300,000,000  in  1882. 
That  it  subsecpieutly  diminished  and  became  somewhat  less  elastic  was 
due  to  the  cost  of  the  bonds  and  their  reduced  interest,  making  it 
expensive  to  carry  more  circulation  than  could  be  used  at  all  times. 


A CLOUD  OF  WITNESSES. 

In  support  of  these  views  and  of  the  general  excellence  of  our  bank- 
ing system,  I take  the  liberty  of  reading  some  extracts  from  the  reports 
of  the  Comptrollers  of  tlie  Currency  from  1880  down  to  fhe  present. 

John  J.  Knox,  Oomiitroller  of  the  Currency  in  the  years  1880  to  1883 
inclusive,  said: 

The  political  economists  of  the  world  regarded  the  resumption  of  sjiecie  payments 
with  so  little  gold  and  so  much  paper  as  impossible.  No  country  had  ever  won  such 
an  achievement.  Tliey  said  no  nation  maintains  at  par  a convertible  cnrrency 
which  has  not  in  its  banks  or  among  its  peo])Ie  an  equal  amount  of  coin.  From  the 
date  of  resumption  our  gold  holdings  increased,  coming  in  from  abroad  in  payment 
of  exports.  It  has  been  the  practice  for  a long  time  for  large  sums  of  money  to  be 
annually  drawn  from  the  banks  of  New  York  by  the  banks  in  the  interior  for  the 
purchase  and  shipment  of  grain  and  other  products.  The  hanks  in  the  West  and 
South  supply  the  grain  buyers  with  money,  who  pay  it  to  the  farmers  and  by  them  it 
is  disbursed  to  the  country  merchants.  It  then  goes  to  the  wholesale  merchants  in 
the  larger  cities  of  the  interior  by  whom  it  is  deposited  in  the  banks  and  returned 
again  to  the  money  centers  of  the  East. 
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No  nation  has  ever  authoii/xMl  the  organization  of  hanks  under  a f^eneral  banking 
law  with  tl  e right  to  issue  notes  proportionate  to  eaj»ital,  exeept  under  a restriction 
requiring  a il<‘])osit  with  the  tiovernmeiit  as  the  basis  for  tlie  issue  of  such  notes. 
Banks  orga  lized  under  special  charters  with  large  ca]dtal  might  safely  issue  such 
notes  ]»rope  ly  guarded.  Under  the  Sutfolk  and  safety-fund  systeius,  held  to  be  the 
safest  and  *est  next  to  the  national  banking  system,  the  annual  losses  were  consid- 
erable even  in  New  I’.ngland.  The  failure  of  the  bank  to  ]>ay  its  nob  s would  throw 
discreilit  (Ui  the  whole  vidume  of  the  curreticy.  It  would  be  hetter  that  the  circula- 
tion should  diminish  in  volume  than  tliat  the  issue  sliould  be  increased  at  the  risk  of 
placing  iu  t le  hands  of  the  jioorer  classes  uncurrent  and  irredeei»uible  circulation,  or 
to  give  to  c nmlation  issiie<l  by  unscrupulous  men  an  o]>]»ortnnity  to  use  an  excellent 
system  of  b:  nking  for  l>a<l  purposes,  I think  as  long  as  we  have  enough  United  States 
bonds  outst  nnling,  legislation  should  be  shai»ed  so  as  to  continue  them  in  use  as  a 
basis  for  iia  ioual-bank  circulation. 

Hemy  'V,  Can  non,  Comptroller  in  the  years  1884  ami  1885,  said: 

There  is  i o doubt  that  the  national  banking  system  has  been  of  great  value  to  this 
country  in  i lany  ways  other  than  the  sui>plying  of  a sound  and  almost  perfect  paper 
currency.  I'iiis  form  of  currency,  which  can  he  increased  or  diminished  in  accord- 
ance with  tlie  natural  laws  which  control  business,  should  be  continued  in  j>ref- 
ereuce  to  ai  y other  now  permitted  by  law.  It  is  extremely  doubtful  whether  after 
the  experie  ice  of  the  hist  twenty  years  the  peojile  would  he  satisfied  with  a cur- 
rency based  on  any  security  other  than  United  States  hoiids. 

The  redm  tion  of  circulation  of  national  banks  has  been  due,  in  adilition  to  the 
cull  of  hom  s,  to  these  causes:  Small  profit  remaining  to  national  hanks  on  circula- 
tion; reduc  ion  in  rates  of  interest  throughout  the  country  occasioned  by  the  abun- 
dance of  iiumey  in  the  financial  centers;  uneasiness  among  bankers  as  to  the 
outcome  of  the  increase  of  silver  in  the  Treasury,  indicating  that  possibly  the 
interest  on  tlie  public  debt  and  some  portion  of  the  ]>riucipal  might  be  paid  hi 
standard  sil  ver  dollars  and  Government  bonds  might  thereby  become  depreciated 
in  foreign  n arkets,  which  would  alfect  their  price  in  this  country. 

Williau  L.  Treuholiu,  Comptroller  from  1880  to  1888, inclusive,  said: 
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the  bonds  remain  the  national-hank  currency  will  continue  to  enjoy  the 
f the  public.  The  national  lianking  system  will  always  stand  splendid 
IS  an  example  of  financial  skill,  successful  uudei-  very  difficult  circum- 
le  Treastiry  will  be  iu  a better  ]>osition  than  now  lo  maintain  silver  coin- 
dth  gold.  The  banks  will  hold  specie  more  largely  than  now,  and  this 
the  strain  on  the  Treasury.  Our  national  hanks  are  the  best  that  ever 
lis  or  any  other  country. 

S,  Lacey,  Comptroller  of  the  Ciirreiicy  from  1889  to  1801, 
said : 

ry  of  national  hanks  shows  tliat  the  system  is  not  only  adapted  to  the 
ditions  developed  by  the  lapse  of  a (inarter  of  a century,  i>nt  is  also  suited 
of  the  iidiabitants  of  widely  separated  States,  living  under  varied  social 
ml  transacting  business  in  accordance  with  customs  as  dissimilar  as  climate 
Verences  can  i»ro<luce  on  this  continent.  It  is  the  most  extensive,  eom- 
iccessful  hanking  system  that  has  ever  existed  in  any  country.  Has  any 
Lirnished  such  complete  security  to  de]>ositors,  such  low  rates  of  interest 
s,  and  such  prompt,  reliable,  and  cheap  service  in  the  way  of  collections 
Has  any  other  ever  furnished  a superior  circulation  to  tlie  people, 
re  to  unify  and  harmonize  the  financial  interests  of  all  ])oi*tioiis  of  the 

ment  of  hank  not<*s  is  rendering  our  circulation  less  elastic.  Its  volume 
miatii-ally  expand  and  contract  so  as  to  adjust  itself  to  the  varying 
s of  business.  This  can  be  best  accomplished  by  the  redemption  of  paper 
ig  ]»eriods  of  diminished  activity,  and  a corresponding  reissue  when  the 
f crops  ami  other  causes  make  an  expansion  necessary.  Such  an  adjust- 
cilitated  by  the  use  of  national-hank  notes,  for  the  reason  that  they  did 
he  legal-tender  (|ualitv,  nor  were  they  available  for  lawful  money  reserves 
vs.  Hence,  when  a decreased  volume  of  business  caused  currency  to 
iu  the  reserve  cities,  national-l»ank  notes,  being  unavailable  for  reserve, 
ted  to  the  Treasury  of  the  United  States  for  redemption.  Their  tempo- 
ent  was  followed  by  reissue,  and  a healthy  expansion  resulted  when  an 
rculation  was  demanded.  Tlu‘  coin  and  pa]»er  money  of  the  Government 
lecause  it  possesses  the  legal-tender  quality  and  is  available  for  lawful 
ves. 


T 


OUK  MONETARY  DIFFICULTIES. 


7 


A.  B.  Hepburn,  Comptroller  of  the  Currency  in  1892,  said: 

The  Government,  in  the  very  nature  of  things,  can  not  supply  an  elastic  currency. 
The  national  banks  can  and  have  supiilied  this  want  fully  and  completely.  Large 
appreciation  of  the  price  of  United  States  bonds,  long  depreciation  in  rates  of 
interest,  and  onerous  taxation  have  made  circulation  unprofitable,  and  the  volume 
has  fallen  from  $362,889,134,  on  September  30,  1882,  to  less  than  $200, 000, 600  iu  1895. 
All  solicitude  as  to  what  shall  serve  as  a basis  for  circulation  when  (Government 
bonds  cease  to  exist  is  premature  There  is  likely  to  be  no  reduction  in  the  near 
future  in  the  amount  of  bonds.  There  is  money  enough,  and  everybody  can  get  it 
who  has  an  equivalent  value  to  give  for  it.  Any  bank  iu  any  part  ot  the  country  can 
have  money  shipped  to  it  at  a cost  of  15  cents  per  thousand  dollars  iu  jiaper;  but 
such  bank  must  have  the  collaterals  or  of  course  it  can  not  get  the  money.  Eight 
here  is  the  trouble.  The  clamor  for  more  money  comes  from  the  newer,  less  devel- 
oped sections  of  the  country,  and  from  people  who  have  nothing  to  sell  tliat  anyone 
wants  to  buy,  or  their  securities  are  not  satisfactory.  People  can  always  borrow  on 
good  security.  People  with  any  equivalent  of  money  can  get  it.  The  law  ought  to 
be  changed  so  as  to  allow  the  deposit  of  $1,000  in  bonds  as  a iiiinimiim.  Our 
national  banks  have  given  our  country  the  best  currency  and  the  best  commercial 
service  it  has  ever  had,  and  the  good,  solid  business  ot  the  country  can  be  relied 
upon  to  protect  and  preserve  the  system. 

James  H.  Eckels,  Comptroller  of  tlie  Currency  from  1893  to  the  pres- 
ent time,  iu  his  report  for  1893  said: 

Aside  from  the  recommendations  I have  made  to  relieve  the  banks  ot  their  burdens, 
the  public  good  will  be  best  subserved  at  this  time  by  making  no  radical  change  in 
the  provisions  of  the  law.  The  financial  situation  of  the  past  months  was  not  the 
result  of  either  a lack  in  the  volume  ot  currency  or  a want  of  elasticity  in  the  pres- 
ent system  of  issuing  it,  but  came  from  loss  of  confidence  on  the  part  of  the  people 
in  the  solvency  of  the  monetary  institutions  of  the  country.  It  is  worthy  of  note 
and  of  serious  consideration  that  at  the  very  time  the  scarcity  of  the  currency  for 
business  purposes  was  at  its  height  the  country’s  volume  of  currency  was  increasing 
the  most  rapidly  and  the  amount  per  capita  Avas  the  largest.  Under  the  conditions 
which  existed  from  May  to  September  no  system,  no  matter  how  elastic,  or  volume 
of  currency,  hoAvever  large,  could  aftbrd  relief. 

Ill  Lis  report  for  1894  Comptroller  Eckels  said: 

The  complaint  made  against  the  present  system  is  that,  lacking  in  elasticity  of 
issue,  it  fails  to  meet  as  fully  as  it  ought  the  varying  wants  of  the  country’s  trade. 
This  defect  must  attach  to  every  scheme  for  currency  issued  by  the  hanks  against  a 
deposit  of  bonds  the  market  value  of  which  finetnates  while  the  percentage  of  issue 
remains  the  same.  It  is  safe  to  say  that  a note-issuing  bank’s  best  assets  are  its 
*good  business  notes  falling  due  and  paid  each  day. 

It  is  worthy  of  note  that  this  is  the  first  intimation  from  any  Comp- 
troller that  currency  based  ii}>oii  bonds  deposited  could  not  be  elastic. 
Ill  his  report  for  1895  Comptroller  Eckels  said: 

It  might  be  well  for  Congress  to  make  it  more  profitable  lor  banks  to  issue  notes. 
National  banks  would  largely  increase  their  circulation  it  the  embarrassments  aris- 
ing from  the  needless  locking  up  of  a large  part  of  their  capital  and  the  lessened 
profit  throngli  taxation  did  not  confront  them.  4 hey  certainly  would  do  so  it  the 
legal-tender  issues  of  the  (Goverumeut  were  paid  and  canceled  and  the  channel  now 
clogged  by  them  freed  for  bank  note  circulation.  It  has  been  demonstrated  that 
issues  made  direct  by  Governments  are  exi»ensive,  and  under  every  eircumstance  a 
source  of  danger  and  'loss  to  the  peo])le’s  interests.  No  clearer  proof  of  this  could  be 
had  than  that  furnished  by  the  difiiculties  which  Ave  have  Avitnessed  on  the  part  of 
this  Government  in  its  efforts  to  maintain  the  full  credit  of  its  practically  limitless 
amount  of  demand  obligations. 

There  are  two  additional  testimonials  I would  like  to  add  to  this 
imposing’  array  of  competent  witnesses.  Before  reading  them,  however, 
I will  ask  your  atteutiou  to  a passage  iu  the  address  of  our  honored 
chairman  before  the  committee  oii  February  17  last.  He  then  said,  on 
page  9 of  his  priuted  address,  speaking  of  our  iiatioual-baiik  eurreucy : 

This  is  not  an  elastic  currency.  It  is  a “ freak  currency” ; a cnrrency  used  against 
the  people,  and  wholly  iu  the  interest  of  the  hanks;  a cnrrency  issued  when  the 
people  do  not  need  the  money  and  can  not  use  it,  to  he  withdrawn  when  the  people 
do  need  the  monev  and  can  use  it. 


8 


OUR  MONETARY  DIFPICULTIEB. 


This  rivTils  the  famous  strictures  of  Tooke,  one  of  the  most  noted 
ecoiiomis  s of  his  time,  on  the  Bank  of  England.  In  his  great  work  on 
the  histoi  y of  prices,  he  said : 

The  Bail!  of  England  is  one  of  the  most  ^vantou,  ill-advised,  pedantic,  and  rash 
pieces  of  k gislation  that  has  ever  come  within  my  observation. 


Criticisms  of  this  character  remind  one  of  Sydney  Smith’s  complaint 
of  the  so  ar  system,  lie  said  to  his  friend  Jeffrey: 


D — n th<  solar  system;  bad  light,  jilanets  too  distant,  pestered  with  comets. 
Feeble  con  rivance.  Could  make  a better  with  ease. 


I (lesin  now  to  read  a paragraph  from  a small  book  published  by  a 
gentlemn  i who  is  perhaps  better  inlormed  upon  the  subject  of  finance 
than  any  other  i)erson  connected  with  either  branch  of  Congress.  I 
refer  to  tlie  distinguished  chairman  of  our  Committee  on  Banking  and 
Currency  Hon.  J.  H.  Walker.  1 find  it  in  a small  work  which,  in  my 
judgment,  contains  the  clearest  and  most  satisfacdory  explanation  of 
the  rudii  lentary  principles  of  banking  and  finance  that  1 have  any- 
where found.  1 read  from  the  1891  edition  of  the  book  entitled  Money, 
Trade,  an  i Banking: 

Xo  liuaiuial  contrivance  at  the  present  time  is  any  more  thoroughly  the  natural 
product  of  past  experience  than  the  national-hank  system  of  the  United  States. 
Every  cons  ideration  urges  its  extension,  with  some  slight  modifications,  to  the 
extent  of  s ‘hi  the  circulating  demand  notes,  as  it  <loes  now  all  the  bank- 

ing facilitii  s required  by  the  business  of  the  country.  Its  creation  was  but  putting 
into  the  foiin  of  statute  law  the  recognized  conditions  of  safe  banking,  and  prohib- 
iting any  ether.  The  universal  acquiescence  and  approval  of  the  system  recog- 
nizes the  Cirtaintv  of  the  eoutinuanee  of  what  now  is,  because  it  is  the  result  of 
inexorable  business  laws,  of  ages  of  business  habits. 

Worthy  in  every  way  to  be  associated  with  what  I have  just  read 
from  the  pen  of  our  chairman  is  the  eucouduiu  pronounced  upon  our 
national  janks  by  the  late  Hon.  Samuel  F.  Miller,  associate  justice  of 
the  Supn  me  Court  of  the  United  States.  In  his  work  on  the  Cousti- 
tutioii,  Ji  stice  Miller  says : 

It  is  a nu  tter  of  interest,  which  I can  not  forbear  to  mention  here,  that  the  pres- 
ent natiom  1-haiik  system,  in  my  judgment,  and  in  that  of  many  thinking  men, 
statesmen,  ind  iiiianciers,  is  the  best  that  the  world  has  ever  seen. 

A banking  system  that  deserves  to  he  thus  extolled  can  not  be  wholly 
bad  at  any  point;  and  as  a matter  of  fact  our  bank  currency  lias  been 
subjected  to  tests  wliich  demonstrated  its  jiossessiou  of  a high  degree 
of  elastic  ty.  Xo  system  of  banking  could  meet  all  exigencies.  When 
nearly  $4  10,000,0(10  of  dei)osits  are  withdrawn  from  the  banks  and  pock- 
eted by  t le  people  in  five  months,  as  was  done  in  1893,  no  freedom  of 
issue  coniiistent  with  safety  would  supply  the  need.  It  requires  more 
than  a ffootl  of  currency  to  relieve  a panic.  In  September  and  October, 
1890,  the  circulation  was  increased  nearly  $03,000,000,  yet  the  Xew 
York  banks  held  less  than  in  August.  It  was  hoarded  by  the  people. 
In  ten  n onths  from  July  1,  1893,  the  circulation  increased  nearly 
$150,000,000,  and  then  shrank  in  a few  montlis  $50,000,000,  leaving  the 
increase  1 100,000,000.  So  the  national  currency  has  shown  a creditable 
cajiacity  i o meet  the  demands  of  trade.  From  July  12  to  October  3, 
1893,  nearly  $30,000,000  was  added  to  the  bank  circulation.  There  was 
an  increase  of  $5,250,000  of  bank  currency  from  November  1 last  to 
March  10  and  it  is  now  up  to  $220,000,000. 

I do  no : mean  by  emphasizing  this  aspect  of  the  subject,  as  I have 
done,  to  overlook  or  obscure  the  idea,  which  all  students  of  finance 
must  und  irstaml,  that  the  tlexibility  which  results  in  increased  issues 
is  not  a ci  ire  for  all  financial  ills. 
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There  are  monetary  disturbances  whicli  are  not  lielped  by  increased 
issues.  The  exjiausive  method  of  treating  panics  is  the  true  one  in 
some  cases;  in  others  the  restrictive  treatment  is  more  suitable.  Tliere 
is  iio  principle  of  monetary  science  or  law  of  political  ecouomy  which 
gives  the  slightest  countenance  to  the  idea  that  increased  bank  issues 
at  this  time  would  helj)  the  Treasury  ditiiculty.  A situation  ]>roduccd 
by  a drain  of  gold  to  settle  foreign  balances  is  not  iinproved  hut  iiiteu- 
sitied  by  increasing  the  currency.  When  (‘xchange  is  against  us, 
for  whatever  cause,  the  export  of  gold  can  be  arrested  by  a fall  in 
prices  or  a rise  in  the  rate  of  interest.  Reverse  the  exchanges,  by 
rendering  commodities  more  advantageous  for  remittances  tliaii  gohi, 
ami  the  diliicultv  ceases.  Raise  the  rate  of  interest  sutiicientlv  to 
induce  foreigners  to  lea\e  their  gi.'ld  here  for  investment,  ami  the  same 
result  is  reached.  On  this  \iew  all  econondsts  and  tinaiiciers  are 
agreed.  If  11.  R.171  or  II.  R.  (1442  were  to  become  a law,  ami  all  the 
currency  which  they  are  siqqiosed  to  be  capable  of  supplying  were  in 
actual  circulation,  it  would  in  iny  judgment  greatly  retard  recovery 
from  tlie  present  monetary  disorder. 

NATIONAL  BANKS  AND  PROSPERITY. 

I can  not  be  j»ersuaded  tliat  a banking  system  that  w’orked  so  well 
for  so  many  years  w hile  we  were  in  a normal  condition  down  to  1892  or 
1893  needs  to  be  turned  down  at  this  time.  I doubt  if  aiiv  kind  of  a 

t. 

system  would  work  with  ideal  perfection  under  tlie  present  circum- 
stances. The  English  system  has  broken  down  four  times  since  1844, 
and  the  Frem-li  systein  missed  tire  in  1848,  ami  again  in  1870,  when 
specie  jiaymeiits  w'ere  sus])emled  until  1877. 

Under  our  system  as  it  is  now  the  country  enjoyed  for  many  years  a 
high — I may  say  an  unexampled — degree  of  ]>ros])erity.  Wealth 
increased  at  an  enormous  ratio,  our  debt  w'as  ra[)idly  j»aid,  and  the 
United  States  liecanie  the  greatest  debt-])aying  nation  in  the  world. 
No  other  country  ever  contracted  debt  so  rapidly  or  discharged  it  with 
such  alacrity  as  our  owui. 

Under  the  comiiulsion  of  a ])atriotic  necessity,  in  the  small  space  of 
five  years  we  contracted  a debt  of  almost  $3,000,000,000.  Our  annual 
interest  charge  w^as  $150,000,000.  In  thirty  years  we  extinguished 
more  than  $2,000,000,000  of  that  colossal  pile,  in  addition  to  nearly 
$2,500,000,000  of  interest  and  $118,000,000  ]n'eminmson  bonds,  making 
a total  of  over  $4,7)00,000,000,  or  an  average  annual  payment  of  over 
$150,000,000  for  tlie  entire  jieriod.  This,  yon  will  agree,  is  debt  ])aying 
on  the  most  stni)emlous  scale  recorded  in  hninaii  Idstory,  and  it  has 
excited  the  wonder  and  admiration  of  the  civilized  world. 

Gladstone,  wdien  we  had  gone  but  a little  w^ay — only  twelve  years 
after  the  war — in  this  ])liem)inenal  ex])erienee  of  debt  jiayiug,  speaking 
of  the  financial  sequel  to  the  great  coiifiict,  said: 

EngLmd  in  sixty-tliree  years  after  the  Na])oleoiiic  w'ars  reduced  the  linge  total 
of  her  fabulons  ilebt  hy  only  .1500,000,000,  wliile  the  United  States  in  twelve  years 
had  reduced  her  debt  itTOO, 000,000,  doing  in  each  twelvemonth  what  England 
required  eight  years  to  do.  American  self-denial  and  wise  forethought  have  been, 
to  say  the  least,  eightfold  ours. 

This  wms  the  homage  Gladstone  paid  to  what  he  called  the  “most 
unmitigated  democracy  known  to  the  annals  of  the  wmrld.’’ 

As  Americans  our  breasts  swell  with  pride  at  the  splendid  ])reeini- 
nence  we  have  achieved  in  this  among  the  other  manifold  triumphs 
which  have  shed  upon  our  history  a glory  wdiose  luster  can  only  be 
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by  the  misfortune,  which  God  forbid,  of  the  necessity  or  the 
increasing  instead  of  diminisliing  our  national  debt  becoming 
e,  or  of  settling  down  into  English  inditference  to  the  jiayment 
ntional  obligations  and  shifting  the  burden  iijion  |)osterity, 
idea  which  ])revails  in  England  that  a great  debt  is  an  emi- 
•spectable  institution  and  one  of  the  blessings  of  a perfect  con- 
. This  would  indeed  dim  the  luster  of  our  financial  history, 
lid  be  the  dawn  of  the  day  of  disaster  to  the  pride,  luosperity, 
•,  and  glory  of  the  United  States. 

iny  years  our  gold  reserv'e  was  strong,  even  though  the  volume 
cy  ra)»idly  increased.  For  many  years  our  Treasury  was  richer 
han  any  other  in  the  world.  On  May  1,  1887,  there  was  gold 

c(l  States  Treasury $275,335,000 

k of  France 238,  258, 100 

k of  Engluml 110,513.510 

k of  Gerniaiiy 102,  025,  0(K) 

SOU  of  causes,  not  involving  our  banking  system,  recent  years 
nessed  the  depletion  of  our  gold  reserve  and  its  accumulatiou 
iropean  banks,  as  the  following  statement  shows: 
loldings  of  the  Euroiiean  banks  at  the  dates  stated: 

3nil.er  31,  1800 $890,  000,  000 

jiiiber  31,  1891 1, 112,  -100,  000 

‘mber  31,  1892 1,  232,  000,  000 

iiuber  31,  1893 1,217,000,000 

jinber  31, 1894 1,  400,  000,  000 

3uiber  31, 1895 1,  532,  000,  000 

are  all  note-issuing  banks,  and  the  hoarding  is  about  at  an  end, 
■ease  of  gold  is  not  accompanied  by  a yirojiortionate  increase  of 
les.  This  means  that  the  gold  is  idle.  The  Bank  of  Fiance 
I its  stock  of  gold  875,000,001)  in  1802,  and  in  January,  1803, 
issues  were  so  nearly  covered  by  gold  and  silver  that  to  avoid 
)ut  specie  it  applied  to  the  Government  for  authority  to  issue 
100  francs  more  of  its  notes.  On  January  23,  1800,  it  had  87 
gold  and  silver  for  every  100  of  notes  outstanding,  and  the 
on  was  3,027,000,000  francs.  The  Bank  of  Germany  had  on 
15,  1800,  70  marks  of  gold  and  silver  for  every  lOO  marks  of 
tstanding  with  a circulation  of  1,13(), 800, 000  marks.  The  Bank 
md  on  January  23,  1800,  had  in  banking  and  issue  department 
ids  in  gold  for  every  ICO  jiounds  outstanding  notes.  ’ There  is 
lilt  of  gold  in  the  European  banks.  This  mass  of  metal  has 
•eyond  prolitable  banking  limits,  and  beyond  any  necessary 
security  to  note  holders.  In  my  opinion  these  banks  have 
it  a turn  in  the  way,  and  soon  this  gold  will  begin  to  diffuse 
d we  will  get  our  share  of  it. 

CAUSES  OF  OUR  FINANCIAL  DIFFICULTIES. 

lief  evil  iu  our  monetary  system  which  aftlicts  us  at  this  time, 

1 which  we  have  to  grapyile,  is  not,  as  we  have  seen,  one  that 
origin  iu  any  defect  in  our  banking  .system,  but  in  a totally 
(juarter.  It  is  a ditliculty  which  involves  Government  finance 
lan  banks.  Its  real  origin  is  found  beyond  any  question  iu  a 
ontiilence  and  cash.  A ynevailing  distrust  of  the  power  of  the 
lent  to  redeem  its  payier  in  gold  and  a yirogressively  dimin- 


1 So  Slated  by  George  Rutledge  Gibsou  in  The  Bond  Record  for  March,  1896. 
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ishing  revenue  have  resulted  in  an  adverse  balance  of  trade,  which 
is  drawing  our  reserves. 

The.se  causes  are  fully  adequate  to  produce  the  consequences  which 
have  ensued,  and  whether  there  be  others  it  is  unnecessary  to  inquire, 
unless  we  undertake  as  vain  a task  as  the  surgeon  who.  having  found 
in  the  case  of  his  patient  two  injuries  which  were  fatal,  pursued  the 
investigation  of  a third,  and  replied  to  an  inquiry  as  to  whether  the 
injuries  were  fatal,  “ Two  of  them  are  certainly  fatal,  and  as  to  the  third, 
time  alone  will  tell.” 

1 am  not  sure,  though  I do  not  now  assert  it,  that  if  we  would  trace 
our  ditliculty  to  its  real  genesis  we  would  not  find  it  in  the  legislation 
of  1878.  If  that  was  the  inception  of  the  causes  which  have  led  liy 
gentle  stages  up  to  our  jiresent  monetary  situation,  their  growth  has 
been  a slow  but  sure  evolution,  accomplishing,  by  insensible  degrees,  a 
progressive  increase  of  the  ratio  of  silver  and  pajier  to  gold  in  our  cir- 
culation so  as  to  produce  serious  apprehension  in  the  imblic  mind  as  to 
our  ability  to  maintain  the  parity  of  our  moneys  and  to  redeem  in  gold 
on  demand. 

It  will  easily  be  remembered  that  there  was  a reluctance  soon  after 
the  ]iassage  of  the  act  of  1878,  not  only  aiiiong  bankers,  but  among 
the  ])eoi)le,  to  permit  silver  or  silver  jiajier  to  accumulate  on  their  hands. 
Clearing  houses  would  not  use  it.  This  was  sought  to  be  overcome  by 
an  act  of  Congress  of  1882  to  compel  clearing  houses  to  use  this  money  by 
Iiroviding  that  no  national  banks  should  belong  to  any  clearing  house 
at  which  silver  certificates  were  not  receivable  in  jiayment  of  balances. 
This  was  not  effective,  for  by  mutual  understanding  the  banks  did  not 
tender  the  discredited  money.  This  was  due  to  the  aiijirehension  that 
the  standard  of  value  might  be  lowered  and  the  holders  of  silver  suffer 
a loss.  Even  in  the  Western  banks,  in  the  silver  States,  .some  ajijire- 
hension  existed;  jierhaps  to  a greater  extent  than  in  the  East,  for  they 
used  less  silver  jiaper  in  their  reserve  than  the  Eastern  banks.  Dur- 
ing all  these  years  silver  Avas  accumulating  in  the  Treasury  and  its 
paper  rejire.sentative  was  going  into  the  circulation.  Customs  receipts 
were  rajiidly  changing  from  gold  to  silver  and  pajier.  In  l<s82  and 
1883  gold  certificates  formed  from  70  to  80  jier  cent  of  the  receijits  of 
the  New  York  custom-house.  By  1885  it  shrank  to  35  jier  cent,  and 
so  on  by  gentle  stages  until  jiractically  no  gold  was  received.  Our 
gold  assets  were  constantly  diminishing  by  reason  of  export.s,  while 
our  gold  liabilities  Avere  still  more  rapidly  increasing.  The  gold  reserve 
declined  as  silver  money  increa.sed. 

The  beginning  of  the  culmination  of  our  trouble  was  in  18t)0,  Avhen 
the  Baring  failure  caused  England  to  return  our  stocks — not  at  that 
time  so  much  because  of  alarm,  but  because  she  was  comjielled  to  l ealize 
on  something,  and  American  securities  Avere  the  most  aA  ailable  for  the 
purjiose.  This  aauis  succeeded  by  a breakdoAvu  in  South  American 
securities,  Avhich  caused  a crisis  in  Australia  and  a heavy  dejireciation 
in  the  securities  of  many  countries.  British  capital  Avas  Avithdrawn, 
and  did  not  seek  investments  here,  and  our  securities  came  home  in 
large  amounts.  This  cause  of  trouble  Avas  augmented  by  loss  of  conti- 
dence  at  home,  causing  banks  to  hold  on  to  their  gold,  the  peojile  to 
hoard  more  or  less,  to  hold  on  to  greenbacks,  jiay  silver  jiajier  into  the 
channels  of  revenue,  and  thus  deprive  the  Treasury  of  gold  until  the 
demands  for  redemption  dejileted  the  reserve  fund.  These  demands 
were  inevitable  under  the  circumstances,  and  had  to  be  met  at  the  jieril 
of  financial  dishonor.  A review  of  the  gold  movement  for  the  last  ten 
years  reA^eals  the  secret  of  the  trouble. 
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MOVEMENT  OF  GOLD. 


From 
aud  was 
from  till 
the  arts. 
New  Yo 
three  yi 
Imve  be 
banks  s; 

From 
these  ye 
ing  a lie 
()ur  e 
gradual 
The  t( 
the  Tre; 


1887  to  1802  the  average  net  export  of  gold  was  §12,900,000, 
maiidy  supplied  by  the  banks.  At  the  same  time  oiir  receipts 
i mines  were  825,000,000,  exclusive  of  what  was  absorbed  in 
])iiring  the  same  years  the  average  holdings  of  gold  by  the 
•k  Clearing  House  Hank  were  880,000,090.  During  the  last 
ars_l89;>,  1891,  and  1895— the  average  net  ex})orts  of  gold 
en  854,700,000  per  year,  and  the  gold  reserve  in  New  YYirk 
nk  to  about  808,000,000. 

1879  to  1892  the  gold  movement  was  toward  this  country.  In 
irs  we  exported  8l0.‘),000,000  and  imported  8204,500,000,  show- 
j im])ort  of  8101,000,000,  or  87,800,000  per  annum, 
itire  stock  of  gohl  in  1888  was  $707,900,000,  and  it  diminished 
y to  1895,  when  it  was  $013,400,000.* 

llowing  statement  of  gross  exports  of  gold  from  the  report  of 
surer  for  1895  further  illustrates  the  gold  movement: 


Statement  of  the  total  redemption  of  notes  in  gold  and  the  gross  exports  of  that  metal 
during  eaeh  Jiseal  gear  since  the  resumption  of  specAe  pagments. 


United  Slates 

Treasury 

Exports  of 

1‘ iscjil  year. 

notes. 

notes  ofl890. 

gtdd. 

1879  

$7,  9TC,  698 

$7,  970,  698 

f 4,  587,  614 

1880  

3,  780.  638 

3,  780,  038 

3.  639,  025 

271,750 

271,750 

2.505,  132 

40. OHO 

40, 000 

32,  587,  880 

1883  1 

75.000  , 

75.  000 

ll.t:00.  888 

1884  1 

590.  000  ' 

590. OOO 

41,081.957 

1885  

2,222,000 

2.  222,  000 

8,  477,  892 

! 

0.863,699  1 

0,  863.  699 

42.  952, 101 

1887  

4,224,073  1 

4.  224,  073 

9,  701,  187 

18KS  

692,  590 

092.  590 

18.370.  234 

1889  

730.  143  i 

730,  143 

59,  052,  285 

18QB  

732.  380  i 

732,380 

17,  274,491 

1 8»U  ..  

5,  98(i,  070 

5,  980,  070 

80.  302,  654 

1892 

5,  352.  243 

$3,  773.  000 

9,  125,843 

50, 105,  327 

55,  319, 125 

! 40,781,220 

102.  100.  345 

108,  680,  844 

1894 

08,  242,  408 

10.599,742 

84,  842,  150 

76, 978, 061 

109.  783,  8o0 

! 7.  570,  398 

117.  354.198 

60,131.  183 

1890  (3  inor  ths) 

36,  461.249 

' 1.307,097 

37,  708.  346 

37,  958.  844 

Total 

309,  343,  878 

76,  032.  057 

38o,  3 1 5,  93o 

679, 103, 689 

MOVEMENT  OF  REVENUE. 

In  coinection  with  the  gold  movement  of  the  years  named,  there 
was  a revenue  movement  which  throws  additional  light  upon  the  situa- 
tion. I will  read  a tabulated  statement  of  the  relation  of  revenue  to 
expenditures  from  1888  to  1890,  and  the  deficit  still  manifests  the  gift 
of  continuance: 


Tear  j 

Customs.  i 

Excess  of  reve- 
nue over 
expenditures. 

Year. 

Customs. 

Excess  of  reve- 
nue oxer 
expenditures. 

1888 

$219,  091,173.63 

$111,341,273.03 

1893 

$204,  355,  016.  73 

$2,  341,  674.  29 

1889 

223,832,741.69 

87,  761,080.59 

1894 

131,  818,  530.  02 

*69.  803,  260.  58 

1Q00 

229,  668,  584.  .57 

85,  040,271.97 
26,  838,  541.90 
9,  914,  453.  06 

1895 

152, 158,017.45 

*42.  805. 2 3 18 

1891  

1892  

210!  522.  205.  23 
177,  452.  964. 15 

1890  (to  Apr.  1). 

*1’8,  CO  000.  00 

* Expenditures  in  excess  of  revenue. 


In  view  of  these  facts,  there  seems  to  be  some  warrant  for  the  belief 
that  an  endless  deficit  has  some  connection  with  the  endless  chain 


i 


* W.  Dodsxvorth,  editor  Journal  of  Commerce. 


OUR  MONETARY  DIFFICULTIES. 


13 


which  drains  our  gold  reserve.  If  my  diagnosis  is  at  all  accurate,  the 
real  nature  of  our  monetary  trouble  is  entirely  clear,  as  are  also  its 
causes.  Kemove  the  causes  and  the  difficulties  will  cease. 

CREDIT  CURRENCY. 

Having  tried  in  a feeble  fashion  to  indicate  the  nature  of  our  trouble 
and  to  point  out  its  causes,  I pass  to  the  ])ioposed  remedies.  1 will 
not  go  into  minute  detail  in  referring  to  tlie  bills  before  the  committee, 
for  in  doing  so  I could  only  repeat  what  has  already  been  so  well  said 
by  others.  I invite  your  consideration  to  two  propositions,  fundamental 
in  their  character,  to  which  I find  myself  unable  to  give  my  umiualified 
assent.  One  is  to  authorize  national  banks  to  issue  notes  on  their 
assets,  and  the  other  to  retire  the  United  States  legal  tender  notes  and 
take  the  Goverjiment  out  of  the  banking  business,  whatever  that  may 
mean. 

There  is,  in  my  judgment,  much  fallacy  indulged  in  by  some  who 
advocate  an  unsecured  currency.  It  is  said  that  a bank  circulation  is 
safe  and  serviceable  in  luoportion  to  its  likeness  to  credit  paper,  such 
as  checks  and  bills  of  exchange,  notes,  etc.  It  should  be  issued  against 
assets  which  will  admit  of  promx)t  realization  in  order  to  insure  sj^eedy 
redemiJtion.  A bank  note,  it  is  said,  is  issued  by  the  owner  of  jorop- 
erty,  and  to  the  holder  it  conveys  a legal  right  to  a sj^ecified  amount  of 
that  x>roi)erty  or  assets,  and  that  makes  the  note  at  all  times  converti- 
ble and  safe.  That  is,  as  Horace  White  says,  the  bank,  when  it  issues 
its  note,  juits  i)roperty  in  circulation.  If  I lend  my  neighbor  money  to 
buy  a wagon,  I have  loaned  him  a wagon.  These  are  verbal  proijosi- 
tions  which  have  no  corresijonding  realty.  It  is  like  saying,  as  some 
writers  do,  that  no  bank  issues  a note  until  there  is  an  equivalent  in 
value  deposited  for  its  redemption.  Yes;  but  under  the  proposed  sys- 
tem the  j)roperty  which  is  the  security  remains  in  the  hands  of  the 
bank. 

If  you  would  go  to  a i^awnbroker  and  proi)Ose  to  x>awn  your  watch 
for  $25  aud  would  suggest  that  the  watch  remain  in  your  own  hands  as 
security  for  your  own  debt,  you  would  hardly  get  out  of  the  shop  with 
your  money.  Place  the  value  which  is  to  cover  the  note  in  the  hands 
of  a trustee,  and  there  is  safety.  As  a matter  of  fact,  attested  by  all 
human  experience,  a bank  note  is  unsafe  just  in  proijortiou  as  it  resem- 
bles the  transactions  to  which  it  is  likened  by  Mr.  White  and  some 
other  writers.  A bill  of  exchange  may  not  be  paid,  likewise  a check  or  a 
note,  and  the  holder  may  lose  his  money,  and  ofttimes  does;  and  every 
^ man  who  handles  such  a jiaper  takes  a risk.  If  I loan  my  wagon,  the 
borrower  may  steal  it;  or,  if  I sell  it  aud  take  a note  for  sixty  days,  the 
buyer  may  never  jjay  it. 

These  risks  and  dangers  are  incident  to  all  such  commercial  and 
financial  transactions,  and  but  for  the  opportunity  men  have  to  investi- 
gate aud  learn  the  character  aud  competence  of  those  with  whom  they 
deal  there  would  be  no  credit  transactions.  But  when  you  handle  a 
bank  note  you  are  dealing  with  a paper  of  superior  credit,  a form  of 
currency  that  was  created  to  avoid  the  risks  incident  to  ordinary  credit 
paper.  It  possesses  a character  that  gives  it  a i)assi)ort  everywhere. 
You  take  your  i^romissory  note  to  bank  and  obtain  bank  notes  because 
they  have  wider  credit;  you  could  not  circulate  your  note.  The  bank 
note’s  universal  credit  makes  it  go.  It  stands  for  an  indefeasible  title 
in  the  holder  to  the  amount  of  property  it  represents.  Those  who 
receive  it  have  no  means  or  opportunity  to  investigate  its  origin  or  to 
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its  credit.  It  must  travel  by  faith,  and  not  by  si.uht,  an  I no 
security  can  be  commensurate  witli  tlie  character  and  pre- 
of  such  paper  short  of  absolute  safety.  To  leave  the  note 
dependence  on  the  honesty  of  the  liankers  and  the  solvency 
ik’s  debtors  is  to  leave  him  insecure. 

lalterably  opposed  to  the  Federal  (Jovernmentconferrinji:  upon 
of  men  under  a free  banking  law  the  iiower  to  issue  circulat- 
)ii  their  own  ])roperty  under  their  own  control.  I do  not  dispute 
lotes  might  be  substantially  safe,  but  it  would  be  at  the  cost 
whose  property  is  entitled  to  the  same  jtrotection  as  that  of 
hbors.  Notes  secured  by  the  assets  of  a bank  with  a prior 
le  deposits  may  be  safe;  but  in  proportion  as  they  are,  the 
die  unsafe.  If  deposits  could  be  made  as  secure  as  the  notes 
Id  doubtless  be  fewer  panics,  for  depositors  would  not  draw 
ley  out  in  times  of  stringency.  The  need  for  security  for 
^ is  really  as  great  as  for  notes.  It  is  to  the  interest  of  the  pub- 
1 the  money  remain  available  for  use  in  circulation  under  such 
s as  will  secure  immunity  from  loss.  For  the  Government 
• a bank,  give  it  a certiticate  of  character  and  honesty  which 
y cash  and  authorizes  me  to  trust  it,  and  when  it  becomes  the 
of  my  money  it  empowers  it  to  issue  its  own  notes,  which 
first  lien  upon  the  funds  1 have  intrusted  to  it,  does  not  seem 
le  with  honor  and  honesty,  and  is  not  a suitable  business  for 
•nment  to  engage  in. 

fortify  these  views  by  the  testimony  of  an  eminently  competent 
1 L.  Trenholm,  Coni})troller  of  the  Currency,  in  his  report  for 


views  are  t 


gestioii8  as 


mal  banks  owe  their  prosperity  entirely  to  the  confidence  of  the  general 
lie  voluiue  of  individual  deposits  shows,  and  it  would  be  a hazardous  thing 
e into  the  system  any  feature  which  would  be  likely  to  disturb  the  confl- 
epositors.  It  is  doubtful  whetlier  any  real  strong  and  prudent  banks 
to  risk  their  credit  with  dejxisitors  by  issuing  notes  as  a first  lien  on 
, and  in  that  case  if  the  lu’oposition  led  to  the  establishment  of  such  a 
icy,  notes  would  be  issued  chiefiy  by  banks  having  small  dejiosits,  and 
might  very  easily  be  so  handled  as  to  constitute  a very  poor  security 
5 preferred  notes.  There  would  certainly  be  a great  temptation  to  a bank 
jieculative  when  once  it  had  tioated  all  the  currency  allowed  and  found 
rom  the  oliservation  of  nnmerons  and  vigilant  local  depositors.  If  these 
orrect,  they  would  seem  to  be  fatal  to  all  schemes  of  establishing  a bank 
cured  only  by  a first  lien  upon  all  the  assets  of  the  issuing  bank  unless 
ent  counterpoise  to  the  objections  can  be  found  among  the  various  sug- 
to  a 25  per  cent  reserve,  a sinking  fund  deposited  with  the  Government, 
lation  of  all  issuing  banks  into  one  association,  etc, 

lie  of  these  devices  appears  to  me  likely  to  prove  practically  effective  in 
he  objections,  it  is  probable  that  considerable  diversity  of  opinion  will 
) subject,  aud  as  individual  views  can  not  be  anticipated  it  seems  useless 
le  discussion  over  the  whole  field  of  possible  contention.  It  is  important, 
) bear  in  mind  that  any  computations  as  to  the  ]iroper  ratios  of  reserve  or 
funds  to  the  A'olume  of  currency  which  may  be  drawn  from  the  history 
-bank  circulation  will  be  misleading,  because  the  conditions  heretofore 
rill  all  be  changed  when,  on  the  one  hand,  banks  have  every  temptation 
; circulation,  and,  on  the  other  baud,  the  public  acquire  the  habit  of  pre- 
ise  uotes  for  redemption  every  time  the  general  credit  of  the  bank  is 

of  panic,  now,  hanks  have  to  take  care  of  their  depositors  only,  the  ordi- 
»8  of  the  redemption  of  notes  is  not  materially  varied,  nor  is  the  volume 
currency  diminished,  but  when  there  is  no  special  security  behind  these 
ase  will  be  very  different;  every  rumor  of  monetary  trouble  will  bring 
te  holders  and  the  depositors  clamoring  for  payment,  and  just  when  there 
d of  money  to  pay  them  with  the  currency  Avill  he  contracted  by  the  dis- 
itional-bauk  circulation. 
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In  answer  to  these  general  olqections  to  the  first-lien  ]>riueiple,  it  may  he  said,  of 
course,  that  the  assets  of  the  i»ank  will  he  increased  liy  the  whole  amount  of  its 
issue  of  notes,  while  now  its  assets  are  actually  diminished  by  the  difference  lietween 
the  cost  of  the  bonds  and  the  cir(*nlatioii  received  from  the  (iovcrnment.  TJiis  is 
very  tine,  and  if  those  assets  were  set  aside,  as  the  lionds  now  are,  as  specific  secu- 
rity for  tlie  notes,  and  if,  moreover,  they  could  be  always  maintaine<l  in  a form  as 
intrinsically  valual>le  and  as  readily  convertible  as  the  bomis  are,  the  force  of  the 
objection  would  be  destroyeil;  but  no  one  familiar  with  practi<*al  iuinking  can  really 
believe  that  eiiher  of  these  <*onditions  could  be  maintaine<l  in  even  a single  case, 
while  it  is  more  than  ]>rohahle  that  in  most  cases  they  would  be  disregarded  and  the 
old  adage  “easy  come,  easy  go  ' would  receive  fresli  illnstratitm  trom  numerous 
instances  in  wliicli  the  facility  of  uttering  currency  would  lead,  as  it  did  under  the 
old  tState-bank  system,  to  very  lax  and  sjieculative  methods  of  employing  the 
resources  so  obtained. 

If  the  views  here  submitted  are  correct  it  would  appear  that  no  substitute  yet 
proposed  for  the  present  basis  of  national-bank  circulation  is  sufficiently  tree  from 
objection  to  be  aiiopted.  The  4 ]>er  cent  bonds  will  not  mature  for  twenty  years; 
ami,  apart  from  other  considerations,  there  is  enough  in  this  fact  to  justify  caution 
and  delay  in  making  any  radical  change  in  the  basis  of  circulation.  In  that  time  no 
doubt  something  acceptable  will  be  devised,  but  at  ])rcsent  all  that  seems  jiracticable 
is  to  modify  the  existing  law  so  as  to  obviate  its  inconveniences,  and  as  a first  step 
toward  this  eu<l  it  ap]>ears  both  safe  aud  wise  to  reduce  the  minimum  amount  of 
bonds  to  be  kept  on  dejiosit. 


BANKING  SYSTEM  OF  CANADA. 

It  may  be  well  to  remember,  in  connection  with  tlie  contention  in 
favor  of  issuinj?  notes  on  tlie  assets  of  banks,  that  there  is  not  a country 
in  the  Avorld  in  which  that  mode  of  issue  is  permitted  under  a ‘leneral 
law  providiiif*’  for  a free  system  of  banking. 

Tlie  Canadian  system  is  set  before  ns  as  an  example  worthy  onr  imi- 
tation, but  no  one  advocates  the  introduction  of  the  Canadian  system 
as  a whole  into  this  country.  But  a fragment  of  the  system,  a single 
feature  of  it,  namely,  the  mode  of  issuing  notes,  it  is  claimed,  should  be 
adopted  by  the  United  States.  That  such  a mode  of  issue  works  under 
their  system  is  no  evidence  that  it  would  work  under  ours,  for  the  two 
banking  systems  are  totally  dissimilar.  The  restrictions  and  limitations 
upon  banking  under  the  Canadian  law  are  calculated  to  safeguard  tlieir 
issues,  and,  under  those  restrictions  and  limitations  and  the  conditions 
incident  to  the  character  of  their  jicople  and  the  state  of  business,  1 con- 
cede that  their  manner  of  issuing  notes  may  be  comiiatible  with  safety. 
But  under  onr  banking  law,  free  as  it  is,  and  under  the  conditions  cre- 
ated by  the  extent  of  our  country,  the  number  of  onr  population,  the 
character  of  our  people,  and  the  state  of  business  here,  it  would  not 
be  safe. 

What  is  their  system  ? Their’s  is  not  a free  banking  law  under  which 
any  five  men  may  organize  a bank.  There  every  bank  is  cliartered  by 
act  of  Parliament  and  must  have  8oU0,(l0()  of  caiiital  stock.  After  a 
linndred  years  of  development  they  have  but  4o  banks,  with  a territory 
larger  than  ours.  Ten  of  these  banks  have  no  branches,  and  35  of  them 
have  an  aggregate  of  400  branches.  All  the  banking  business  of  the 
Dominion  is  controlled,  regulated,  and  operated  by  45  responsible  cen- 
ters, while  onr  national  banking  business  is  operated  in  nearly  4,000 
separate  aud  independent  institutions.  They  have  a capital  stock  of 
$00,000,000;  we  of  $000,000,000;  Xew  York  City  banks  have  over 
$01,000,000,  and  Boston  nearly  $52,000,000.  Their  maximum  circu- 
lation is  $38,000,000;  their  minimum,  $31,000,000,  leaving  a margin  of 
elasticity  of  $7,000,000.  Their  issue  does  not  exceed  00  per  cent  of  the 
authorized  limit,  yet  they  never  have  a panic  caused  by  fear  of  strin- 
gency in  the  circulation.  Their  issue  can  not  exceed  their  paid-ii[>  cap- 
ital stock,  and  two  of  their  great  banks  can  not  exceed  75  per  cent  of 
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ital  stock  without  (lei)ositing  cash  or  bonds  e(juivaleiit  to  tlie 
They  ])ay  to  the  minister  of  tinance  o per  cent  of  their  actual 
111  as  a redemption  fund  and  receiv’e  3 per  cent  interest  on  it. 
miptioii  fund  is  ke^it  up  by  an  assessment  on  all  banks,  not 
g 1 percent  annually. 

l)cr  cent  of  their  reserves  must  be  in  Dominion  notes  which 
.t  buy  and  pay  for  and  ev^ery  debt  must  be  paid  to  the  extent 
in  lioininion  notes  if  demanded.  Tliese  notes  are  small — 

, 81,  $1‘,  83,  and  81,  and  upward.  There  must  be  redeeni- 
cies  for  every  bank  at  the  cities  of  Halifax,  Sr.  John,  and  five 
CCS.  Tlie  banks  reissue  their  notes  when  reileemed  and  may 
rest  not  exceeding  7 i>er  cent.  The  Dominion  notes  are  secured 
>r  securities  de})Osited,  and  8-5, 000, 000  may  be  issued  by  the 
of  finance,  nearly  half  of  their  paper  money.  There  are 
00  out  now,  815,000,000  of  which  are  held  as  bank  reserves, 
ites  are  legal  tender.  The  bank  issues  are  returned  to  the 
ank  for  redemption  or  to  authorized  agencies.  Their  stock  of 
onsists  of  8-<),000,000  in  gold;  silver,  8<>, 500,000;  jiaper, 

00  Dominion  notes,  and  835,000,000  bank  notes  with  metallic 
if  817,000,000,  which  makes  the  amount  of  uncovered  notes 
8.000,000. 

lited  issue  of  the  Canadian  banks  and  the  small  margin  of  elas- 
» due  to  the  lack  of  that  activity  in  commerce  and  trade  which 
in  the  United  States.  Business  is  sluggish  in  Canada.  It 

1 even  tenor;  it  is  about  the  same  yesterday,  to  day,  and  for- 
inada  started  with  a population  equal  to  ours  a century  ago 
has  now  about  5,000,000  population  while  we  have  70,000,000. 
goods  store  in  Xew  York  sells  almost  as  many  goods  as  the  whole 
uniinion  buys  in  a year.  Business  does  not  become  intlated 
tent,  and  panics  do  not  frequently  occur  for  the  same  reason, 
n a difierent  degree,  that  they  do  not  in  Alaska,  It  is  thus 
m that  in  such  a country,  with  such  limibid  banking  facilities, 
inch  capital  and  so  few  banks,  so  little  enterprise  in  business, 
lluctuation  in  the  annual  amounts  of  dejiosits  and  discounts, 
intlation  of  credit,  so  little  exposed  to  the  dangers  which 
e banking  system  in  a country  like  ours,  there  is  comparative 

the  mode  of  issuing  notes  now  in  vogue  in  Canada. 


CONDITIONS  IN  THE  UNITED  STATES. 


United  States  all  the  conditions  of  banking  and  business  are 
Here  enterprise  is  active;  business  has  a pulse  which  rises 
. We  trade  and  overtrade.  We  use  credit  to  a large  extent, 
mes  to  great  excess,  and  our  business  history  is  characterized 
IS  of  buoyancy  and  de]iressioii,  with  marked  ttuctuations  in 
f circulation,  amount  of  deposits  and  discounts  and  an  acute 
ness  to  distrust  and  alarm  which  are  liable  when  credit  is 
vere  tension  to  derange  our  whole  system.  Credit  in  the 
tates  has  been  likened  by  Mr.  Harvey  to  a top  which  gyrates 
11  metallic  point  sufficient  to  support  it  as  long  as  it  spins 
jut  inadeipiate  when  the  rotary  force  is  relaxed.  Credit  is  the 
'ceof  our  financial  system.  So  long  as  this  force  is  unimpaired 
m spins  merrily  on,  but  when  it  fails,  the  top  wabbles  and  falls, 
were  the  conditions  in  both  our  ante-war  and  our  post-war 
In  the  former  circulation  was  issued  by  banks  almost  without 
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limit,  and  it  was  fully  demonstrated  that  a free  paper  currency  was 
not  a safe  one  and  that  the  severest  limitations  upon  issues  known  to 
that  period  did  not  achieve  safety.  From  1814  to  1815  bank  circula- 
tion increased  from  85,200,000  to  810,000,000,  and  by  1819  it  had  fallen 
to  83,000,000.  The  Bank  of  the  United  States  increased  its  circulation 
from  85,400,000  in  1822  to  813,000,000  in  1828.  From  1837  to  1843  the 
bank  circulation  was  reduced  from  8149,000,000  to  858,000,000.  The 
number  ol  banks  fell  from  901  in  1840  to  091  in  1843,  and  rose  again 
to  751  in  1848,  and  the  paper  circulation  rose  from  858,000,000  to 

8128.000. 000  in  1849,  and  by  1837  had  reached  8214,000,000,  while  the 
number  of  banks  had  increased  to  1,410.  In  nine  years  our  paper  cir- 
culation doubled,  and  in  1857  the  crash  came. 

The  balance  sheets  of  the  banks  register  in  cold  figures  the  undula- 
tions in  business  and  currency  which  mark  the  periods  of  iirosperity 
and  depression  and  show  the  fiiudnations  in  the  volume  of  money  and 
the  extent  that  credit  is  used  and  abused. 

Discounts  rose  to  8525,000,000  in  1837  and  fell  to  >^254,000, 000  in  1843, 
and  by  1857  they  had  swelled  to  8984,000,000. 

The  state  of  our  currem-y  in  our  ]>ost  war  period  is  familiar  to  all, 
but  let  us  look  at  the  unerring  record  of  the  banks’  discounts  and 
deposits.  Our  national-bank  discounts  ro.se  from  .8100,000,000  in  1805 
to  8941,000,000  in  1873.  ^Ve  were  ready  then  for  the  ]ianic.  By  the 
end  of  that  year  they  had  fallen  to  8810,000,000,  and  by  1879  to 

8814.000. 000,  when  iirices  were  lowest  and  the  depression  greatest. 
Then  the  tide  began  its  Hood  again,  and  by  1884,  when  the  next  dis- 
turbance arrived,  the  discounts  reached  81, •>00,000, 000.  In  one  year 
they  fell  to  81,200,000,000,  then  rose  to  81,470,000,000  in  1886,  and 
to  •81,587,000,000  in  1887,  and  to  81,084,000,000  in  1888,  and  then  we 
were  in  the  midst  of  a period  of  development,  prosperity,  and  high 
lu'ices. 

The  record  of  deposits  tells  the  same  story.  From  1805  to  1873  they 
rose  from  8183,000,000  to  8050,000,000,  and  then  took  a downward 
trend.  From  1879  they  began  to  rise  again,  and  by  1888  reached 

81.350.000. 000.  All  through  our  history  increased  deposits  and  dis- 
counts, extension  of  credit,  rise  of  prices,  intlation  of  business,  and 
booming  prosperity  have  been  the  precursors  of  panic.  The  ten  panics 
which  have  come  to  us  since  1813  have  visited  the  great  commercial 
countries  about  the  same  time,  and  were  unquestionably  due  to  the 
same  cause — overtrading  and  inflated  credit  until  business  needed 
more  money  and  credit  than  were  available  in  the  country. 

Panic  has  been  well  defined  as  a stojipage  of  the  rise  In  prices;  the 
period  when  buyers  are  not  in  ]iursuit  of  commodities,  but  the  latter  are 
looking  for  buyers.  Thus  the  three  iihases  of  our  business  life  are  said 
to  be  prosperity,  panic,  and  liquidation.  These  constitute  the  business 
cycle,  or  circle.  Pros]ierity  from  five  to  seven  years,  panic  a few  months 
or  yesirs,  and  liiiuidation  a few  years  more  or  less. 

in  1893  it  is  said  there  were  two  panics.  The  first  occurred  in  May, 
and  was  the  culmination  of  a long-continued  drain  upon  the  capital  of 
the  country  by  foreign  investors  who  distrusted  our  ability  to  maintain 
gold  payments.  There  was  no  scarcity  of  money  at  that  time.  The 
second  iianic,  in  July,  was  caused  by  the  hoarding  of  paper  money, 
which  reduced  the  quantity  in  circulation  lielow  the  needs  of  business. 
These  are  the  ujis  and  downs  incident  to  a highly  organized,  active, 
enterprising,  progressive  ]ieople  like  ours.  They  could  not  occur  to  the 
same  extent  in  a country  like  Canada  under  any  conceivable  ban  king- 
system. 
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BANKING  SYSTEM  OF  ENGLAND. 

A woid  as  to  some  other  banking  systems  which  some  Americans 
extol  w tlioiit  mucli  discrimination.  The  Eiiglisli  system  in  some 
respects  is  similar  to  our  own.  The  Hank  ot  hbii>land  can  not  issue  a 
note  unsecured  by  an  eipiivalent  value  in  j^old  or  the  jdedjte  ot  salable 

securiti(s.  , 

Kobeifc  W.  Hughes,  in  his  work  on  currency,  si>eaking  ot  the  UaiiR 

of  Engl  ind,  says:  i- 

“its  notes  are  not  really  notes  ot  the  bank  itselt  but  ot  the  issue 

departn  ent  of  the  bank,  wliich  is  virtually  a bureau  ot  the  British 
excheipier.  Its  notes  are  virtually  notes  of  the  British  Government, 
redeenu  ble  in  specie  through  the  agency  of  the  Bank  of  England.  In 
priucipl },  the  system  in  the  United  t^tatesisthesameasthat  ot  England. 
The  sail  e three  principles  lie  at  the  base  ot  the  English  and  American 
systems  They  are,  tirst.  Government  control  over  the  issues;  second, 
redeenu  bility. "directly  or  indirectly,  in  specie,  and  third,  the  subjec- 
tion of  he  ]>aper  issues  to  the  action  ot  the  efflux  and  reflux  attending 

bank  discounts.”  

The  rurpose  of  the  Peele  banking  act  ot  lb44  was  to  make  the  notes 

of  the  Bank  of  England  absolutely  secure,  as  we  are  striving  to  keep 
our  national-bank  notes,  and  to  keep  within  narrow  limits  all  other 
banh  pt  per.  No  banking  system  in  the  world  makes  so  little  provision 
for  elas  icity  as  the  English  system.  No  new  banks  can  be  organized— 
none  have  been  organized  since  1844 — with  the  jiower  to  issue  a note  on 
its  assess.  Many  ot  the  banks  in  existence  in  that  year  have  suiien- 
dered  Lie  right  to  the  Bank  of  England,  so  that  the  limit  of  unsecured 
bank  n )tes  in  England  is  a receding  one.  The  issues  of  the  joint- 
stock  tanks  are  redeemable  in  the  notes  of  the  Bank  of  England, 
as  our  national-bank  issues  are  redeemable  in  United  States  legal 
tenders  The  English  system  has  quite  enough  faults  to  keepjt  from 
perfection,  though  it  has  many  elements  of  strength.  In  1847,  1857, 
and  181 6,  and  I think  once  since  the  latter  date,  the  banking  act  had 
to  be  suspended  to  allow  the  issue  to  be  increased  on  securities 
deposited,  and  Mr.  Bagehot  said  the  Bank  of  England  would  not  have 

survive!  without  those  suspensions.  mm  nnn  c 

The  loint-stock  banks  of  England  can  issue  about  $80,000,000  ot 
unsecu)  ed notes,  the  Scotch  banks  about  $13,000,000,  and  the  Iri.sh  banks 
about  ^33,000,000.  In  addition  to  this  they  min  all  issue  dollar  lor 
dollar  on  gold  deposits.  Anybody  can  turn  his  gold  into  money  as  in 

our  owi  I country.  , . ^ ^ -i  c 

The  members  of  the  banking  companies  issuing  notes  in  Euglana  as 

well  as  in  Scotland  and  Ireland  are  subject  to  unlimited  liability  as  far 
as  the  1 lotes  are  concerned.  The  aggregate  amount  of  uncovered  notes 
in  England,  Scotland,  and  Ireland  is  about  $70,00l),000.  Moreover,  the 
Bank  o ' England,  because  it  has  the  machiuery  and  methods  of  a bank 
in  conti-adistinction  to  a government  treasury,  has  been  able  to  render 
eft'ective  service  in  moderating  the  severity  of  panics.  The  most 
memoruble  instance  of  this  known,  perhaps,  in  the  history  of  that  bank 
occurred  in  181U),  on  the  collapse  of  the  Baring  Bros.  It  is  so  notable 
in  its  way  that  it  stands  as  a landmark  in  English  financial  history. 
The  h(  use  of  Baring  Brothers  was  unable  to  meet  its  engagement, 
amouni  ing  to  about  $ 140,000,000.  The  Bank  of  England  received  notice 
on  Sep  tember  7,  and  by  the  loth  had  secured  from  a syndicate  com- 
posed ( f the  great  London  houses  a guaranty  that  it  would  be  protected 
from  1(  ss  to  the  amount  of  $20,000,000  if  it  would  liquidate  the  Bar- 


I 

J 


OUK  MONETARY  DIFFICULTIES. 


19 


ings’  business,  and  Irom  the  British  Government  the  right  to  issue 
$35,000,000  of  notes,  pirovided  that  sum  was  used  to  loan  the  Bar- 
ings, and  it  therefore  assumed  on  that  date  the  task  of  paying  the 
Barings’  acceptances  of  $105,000,000  and  .$37,500,000  of  other  liabilities. 
This  heroic  and  unprecedented  service  of  a moneyed  institution  is 
believed  by  those  most  conqietent  to  judge  to  have  avwu  ted  what  would 
have  been  the  greatest  tinaiicial  cataclysm  in  the  world’s  history. 

BANKING  SYSTEM  OF  FRANCE. 

The  French  banking  system  is  perhaps  the  simplest  in  the  world,  but 
it  would  be  uusuiteil  to  our  wants  and  could  not  be  operated  in  this 
country.  It  makes  no  provision  for  the  safety  of  bank  issues  over  and 
above  deposits.  All  the  liabilities  of  the  Bank  of  France  stand  upon 
an  equality  and  all  are  charges  on  the  general  assets.  That  may  do 
where  there  is  but  one  bank  of  issue  for  a whole  nation,  but  would  not 
do  for  a country  where  there  are  nearly  4,000,  and  others  can  be  organ- 
ized ad  libitum  under  a free  banking  law.  There  are  to-day  less  than 
300  places  in  all  France  wliere  banking  facilities  are  found,  and 
all  are  tributary  to  the  Bank  of  France.  In  Pennsylvania  alone 
there  are  twice  that  number.  The  notes  of  the  Bank  of  France  are 
legal  tenders  and  there  are  no  others.  The  limit  of  issues  at  this  time 
is  $800,000,000,  or  4,000,000,000  francs,  all  redeemable  in  specie.  The 
uncovered  notes  amount  to  about  .$32,800,000. 

But  the  Bank  of  France  is  not  perfect.  Before  it  had  been  in  exist- 
ence, under  its  present  organization,  fifteen  years  there  were  three  runs 
of  note  holders  which  made  it  necessary  to  limit  the  amount  of  daily 
redemptions.  In  1848  specie  payments  were  suspended,  and  again  in 
1870,  and  were  not  resumed  for  seven  years.  Still,  for  a country  like 
France,  their  system  operates  fairly  well.  In  our  country  it  would  be 
a total  failure.  The  rate  of  interest  is  fixed  in  Paris  without  much 
regard,  it  is  said,  for  the  needs  of  the  country,  and  the  managers  make 
money  plenty  or  scarce. 

Thomas  II.  Benton  tells  how  the  philosophic  Voltaire,  from  his  retreat 
in  Ferney.  gave  a description  of  the  operation  of  the  Bank  of  France 
by  wliich  he  was  made  a winner  without  the  trouble  of  ])laying.  “ I have 
a friend,”  said  Voltaire,  “who  is  a director  of  the  Bank  of  France,  who 
writes  to  me  when  tliey  are  going  to  make  money  plenty  and  make 
stocks  lise,  and  then  I give  orders  to  my  broker  to  sell:  and  he  writes 
to  me  when  they  are  going  to  make  money  scarce  and  make  stocks  fall, 
and  then  I write  to  my  broker  to  buy;  and  thus  at  a hundred  leagues 
from  Paris,  and  without  moving  from  iny  chair,  1 make  money.” 


BANKING  SYSTEM  OF  GERMANY. 

The  German  system  in  some  ])oints  resembles  onr  own.  Their  cur- 
rency consists  of  Imperial  treasury  notes  and  bank  i.ssues.  The  former 
are  limited  in  amount  to,  and  are  secured  by,  the  gold  set  aside  as  the 
war  fund.  They  are  legal  tender  in  private  transactions,  and  are  receiv- 
able at  })ar  at  all  public  oifices  in  the  Enq>ire,  and  are  redeemed  in  coin 
at  the  Imperial  treasury.  Of  these  notes  there  are  out  now,  approxi- 
mately, $30,000,000.  The  banking  act  of  1874  limited  the  right  of  issue 
to  the  Imiierial  Bank  and  thirty  two  independent  banks,  with  the  right 
of  the  Imperial  Bank  to  take  up  the  issue  of  any  bank  that  surrendered 
it,  as  in  the  English  system.  The  independent  banks  of  issue  do  not 
now  exceed  thirteen  in  number.  There  is  no  limit  to  the  jmssible  issue 
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of  tlios'  banks,  subject  to  T*  per  cent  on  all  in  excess  of  a certain  limit. 
This  is  the  familiar  elastic  limit  which  has  worked  well  in  (lermany,  and 
was  adopted  to  correct  the  supi»osed  disadvantafjes  of  the  rigid  pro- 
visions of  the  Kngiish  banking  act.  Tlte  elastic  limit  has  been  availed 
of  several  times  l»v  the  smaller  banks  and  by  tlie  Keichbank  in  1881, 
1882,1883,  1883,  three  times  in  1880,  and  jmssibly  since  that  time, 
but  I am  not  advised.  It  is  believed  in  those  instjinces  to  have  been 
benetic  al  in  mitigating  the  severity  of  panics.  As  in  France,  the  law- 
gives  note  holders  no  special  lien  on  assets  in  pnderence  to  other  cred- 
itors. All  share  alike.  The  Imperial  Hank  has  210  branches  through- 
out the  Fmi»ire — less  than  half  the  number  ot  banks  in  Fennsylvania. 
The  an  mint  of  uncovered  notes  is  about  8()0, 400,000, 

Those  who  ridicule  our  Treasury  system  of  issue  and  redeniiition  and 
call  it  ‘banking  business”  seem  to  forget  that  some  of  the  foreign  sys- 
tems they  extol  jiossess  the  same  feature.  In  Canada  the  minister  of 
financt  redeems  all  Dominion  nofes  in  gold  as  pri'smited.  In  (lermany 
all  Ini]  erial  treasury  notes  are  redeemed  in  gold  at  the  Imperial  treas- 
ury, ai  d in  substance  if  not  in  form  the  same  operation  takes  place  in 
Englai  d and  France,  for  the  Hank  of  England  and  the  Bank  of  France 
are  qu  isi  government  institutions  largely  controlled  by  government 
agenci  is  and  transact  the  financial  business  of  their  respective  Gov- 
ernmei  ts. 

It  is  thus  easily  seen  that  while  these  foreign  banking  systems  have 
special  adaptations  to  the  conditions  of  the  countries  in  which  they  are 
ojierat  ng,  and  while  they  have  certain  features  common  to  our  own, 
they  wauld  not  suit  our  country  and  could  not  be  operated  here  as  suc- 
cessfully as  our  banks  under  our  Deinocratic-Kepublican- American  free 
bankii  g law. 

RETIREMENT  OF  LEGAL-TENDER  NOTES. 

I am  unalterably  opposed  to  the  retirement  of  the  legal-tender  notes 
and  re  egating  the  redemption  of  all  paper  mom‘,y  to  the  banks.  The 
suggestion  to  convert  $500,000,000  noninterest  bearing  into  an  equiva- 
lent ar  iount  of  interest-bearing  debt  would  be  repelled  by  the  almost 
united  acclaim  of  the  American  people. 

They  are  attached  to  this  child  of  war.  Some  one  has  said  that  for 
sixteei  years  our  legal  tenders  were  redeemable  in  patriotism.  That  is 
true  and  that  is  a good  redeemer.  It  not  only  ri^deemed  the  legal  ten- 
ders,b  it  the  Union  as  well.  After  that  memorable  redemption, patriot- 
ism airi  faith  in  the  national  honor  lifted  the  legal  tenders  to  par  in 
gold  tl  e world  over.  John  Sherman’s  praise  of  the  legal  tender  is  none 
too  lavish,  and  1 quite  agree  with  him  that  a note  issued  by  the  Gov- 
ernment redeemable  in  g«dd  is  the  best  currency  we  can  adopt,  at  least 
for  the  minimum  amount,  and  it  will  be  the  currency  of  the  future,  not 
only  ii  the  United  States  but  in  England  as  well. 

The  few’  who  advocate  their  retirement  are  sincere  and  honest,  but,  I 
think,  mistaken.  The  fact  that  it  meets  with  no  general  acceptance 
perha]  s supersedes  the  necessity  for  further  discussion,  still  it  may 
not  b(  unjirofitable  to  consider  the  claims  advanced  in  its  behalf. 
HoweA  er  alluring  that  theory  may  be  to  sanguine  minds,  I doubt  if 
any  m inetary  mechanic  is  able  to  make  the  working  drawuigs  for  such 
a plan  It  is  not  practicable,  in  my  judgment  it  is  not  possible,  in  this 
country,  in  view’  of  the  conditions  under  w’hich  the  undertaking  would 
have  t ) be  carried  into  execution  for  the  banks  to  maintain  gold  redemp- 
tion ot  the  enormous  amount  of  iiaper  which  would  be  in  circulation. 
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Think  of  the  situation  with  a monetary  stock  of  $d0n,()0n,ooo  of  gold, 
$000,0(10,000  of  silver,  and  a thousand  millions  of  jiajier,  as  might  easily 
be  undeiTIouse  bill  171  or  House  bill 0442,  with  the  Government  out  of  the 
banking  business,  wliatever  that  means,  issuing  no  notes  and  redeeming 
none,  keeping  no  gold  reserve  and  exercising  no  contr<d  over  the  money 
of  the  country,  the  entire  business  being  surrendered  to  tlie  banks  w ith 
a panic  brewing  after  a season  of  overtrading  and  inflated  creilit.  The 
thought  of  such  a situation  ajipals  me,  and  1 am  surjirised  that  it  does 
not  appal  every  member  of  tliis  committee.  If  distrust  would  arise  and 
a season  of  anxiety  and  alarm  w’ould  prevniil,  a condition  incident  to 
our  highly  organized  and  sensiti\  e system  of  linance  and  business,  and 
the  people  doubted  the  ability  of  the  banks  to  redeem  their  paper  in 
gold,  or  supposing  the  pressure  for  gold  for  the  settlement  of  foreign 
balances  w ith  price  of  exchange  above  the  shi])[)ing  jxhnt  prudiuanl  a 
gold  stringency,  w’hat  a rush  there  might  be  upon  the  banks  for  gold 
redemption  of  notes;  and  who  w’ill  risk  his  reputation  for  financial 
acumen  and  foresight  by  asserting  that  the  banks  would  be  equal  to 
such  an  emergency  ? 

In  my  ])oor  Judgment  the  danger  that  such  a state  of  things  would 
lead  to  gold  susjiension  w’ith  all  that  that  implies  is  so  imminent  that 
it  ought  to  admoni.sh  us  against  the  exiieriment.  I think  it  would 
ultimately  drive  the  banks  out  of  the  issuing  business,  foi'  many  bankers 
would  hold  the  view  expressed  by  5Ir.  Spaulding  the  other  day  w’hen, 
speaking  as  a banker,  he  said:  ‘"‘If  the  brniks  had  ro  redeem  in  gold 
alone  he  would  not  issue  a note  or  take  a dollar  of  deposits.” 

In  183(5  imports  exceeded  exports  by  $50,()()(»,nb(l,  which  had  to  be 
paid  in  gold,  'fhis  outflow  of  gold  jirodnced  a draft  which  couhl  not 
be  met  by  the  banks,  and  they  suspended  sjiecie  payment.  The  Eng- 
lish export  bouses  lost  from  $25,000,000  to  $;50,000,(»00  and  the  disturb- 
ance w’as  accompanied  by  great  m^ses  iu  America.  So  in  December, 
1801,  the  banks  suspended  specie  payments  because  they  could  not 
meet  the  drafts  u)>on  their  gold.  The  Government  wms  com])elled  to 
follow’  suit,  and  in  .lanuary,  1802,  ceased  jiaying  coin  and  gold  went  at 
once  to  a premium. 

We  must  not  forget  that  if  we  should  ado])t  this  ostrich  method  of 
getting  out  of  sight  of  danger  by  putting  our  head  in  the  sand,  we 
do  not  relieve  the  main  difficulty.  The  body  of  our  trouble  remains 
exposed.  A demand  for  gold  for  export  must  be  met  whether  the  metal 
is  in  the  vmults  of  the  Treasury  or  those  of  the  baidis,  and  the  Treasury 
with  an  accumulation  of  gold  is  a more  suitable  agency  to  meet  such 
an  exigency  than  the  banks,  upon  which  the  draft  ndglit  come  w’ith  such 
ineipiality  that  while  some  could  meet  it  others  could  not  and  would 
have  to  suspend.  Ir  must  be  apjiarent  to  the  least  observing  that 
a giv’en  amount  of  gold  in  a consolidated  fund  is  more  effective  as  a 
reserv'^e  than  it  could  possibly  be  if  di\  ided  into  4.(M)(f  jiarcels,  each 
bank  having  a share.  .John  Stuart  Mill  argues  with  great  force  ami 
commanding  reason  that  there  ought  to  be  a central  establishment 
alone  required  to  jmy  gold,  the  others  being  at  liberty  to  pay  their 
notes  with  those  of  the  central  establishment.  The  object  of  this  is 
that  there  may  be  one  body  res])onsible  for  maintaining  a reserve  of 
the  precious  metals  sufficient  to  meet  any  demand  that  could  reasona- 
bly be  expected  to  be  made.  This  is  the"  system  of  the  United  States, 
though  it  w’as  not  in  existence  w’hen  Mill  wrote  his  great  w’ork  on  the 
princijiles  of  political  economy. 

It  is  on  the  same  principle  that  the  clearing  house  is  aide  to  render 
such  ettective  service  if  not  in  averting  at  least  in  avoiding  the  w’orst 
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ices  of  bank  suspensions.  The  demands  of  dei)OSitors  some- 
aust  the  weaker  banks  and  compel  suspension  of  ])aymeiit. 
•urs  in  one  bank  it  is  likely  to  lead  to  excessive  demands  on 
ks.  Illustrations  of  this  are  found  in  the  crises  of  1873, 1884, 
181)3.  By  combining,  or  “pooling,”  the  reserves  of  all  the 
1 making  a common  fund  all  the  weaker  ernes  Avere  saved  by 
;tli  of  the  stronger  ones  and  the  panic  at  least  mitigated, 
^gestion  that  a business  man  having  outstanding  demand 
is  would  fund  them  or  pay  them  off  with  funds  in  hand  is  a 
it  has  no  utility  in  this  discussion,  for  the  situations  are  too 
to  admit  of  reasoning  from  one  to  the  other.  The  so-called 
bligations  of  the  Government  are  not  intended  to  be  jiaid. 
y no  interest;  they  are  a i»art  of  the  volume  of  our  money,  an 
)ur  circulation.  Their  redemption  is  only  their  exchange  for 
when  exchanged  they  do  not  relinquish  their  character  as 
it  are  equivalent  to  gold  in  the  payment  of  the  expenses  of 
nmeiit.  What  business  man  having  obligations  out  in  the 
otes  that  are  noninterest  bearing,  and  can  be  utilized  in  the 
his  expenses  as  so  much  gold,  would  borroAv  an  eciuivalent 
pay  interest  on  it  to  liquidate  the  noninterest-bearing  obliga- 
rtainlv  no  man  would  do  so  in  his  lucid  intervals. 


THE  ENDLESS  CHAIN. 

e retiriMiient  of  these  notes  is  necessary  to  break  the  so-called 
lain  which  drains  the  gold  reserve  I do  not  believe.  Prelimi- 
'ever,  to  my  observations  on  that  iioint  1 should  like  to  try 
line  obscurity  in  our  minds  about  the  notes  of  the  Bank  of 
There  can  be  no  endless  chain  of  ])aper  draining  the 
' the  Bank  of  England,  because  there  is  a radical  difference 
a note  of  the  Bank  of  England  and  a United  States  legal- 
te.  The  former  is  distinctly  representative  money.  It  stands 
livalent  amount  of  gold.  The  iirinciinil  ami  the  reiiresenta- 
ever  in  circulation  coincidently.  When  the  gold  comes  in  the 
}S  out  to  take  its  jilace,  and  when  the  ])a])er  conies  back  and 
goes  out  the  paper  is  destroyed,  because  the  two  are  not 
to  be  in  circulation  at  the  same  time.  I'lie  £1(5, .500, 000  out 
ties  are  treated  in  the  same  waj%  the  presnnqition  being  that 
jat  sum  must  always  be  in  circulation  and  can  not  come  in 
iption,  so  that  taking  into  view  the  entire  Aoluine  of  their 
7ery  bank  note  that  can  by  any  possibility  come  in  is  covered 
ind  Avhen  the  latter  goes  out  the  former  goes  into  the  fire; 
ti  us  the  paper  dollar  which  comes  in  in  exchange  for  gold  may 
ffantly  and  come  back  for  another  dollar  in  gold, 
in  be  drawn  from  the  Bank  of  England  at  any  time  by  the 
ion  of  notes,  but  the  same  note  can  never  take  out  but  one 
d every  dollar  taken  out  contracts  the  money  volume  that 
; is  exiiorted.  If  8],(M)0,()0()  of  gold  is  needed  for  export  that 
>f  notes  is  drawn  out  of  the  banking  deiiartment  and  ])re- 
the  issue  department  and  an  equivalent  amount  of  gold  is 
One  department  loses  $1,000,000  deposits  and  the  other 
) of  gold.  England,  it  may  be  said  in  passing,  enjoys  two 
es  over  us  in  the  way  of  restricting  runs  upon  her  reserve, 
aise  the  rate  of  discount,  and  in  the  second  place  the  con- 
f the  currency  caused  by  siipiilying  the  gold  operates  auto- 
to  curtail  the  drain  by  lowering  prices  and  stimulating  exports. 
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Those  who  insist  that  the  cancellation  of  the  legal-tender  notes  is  the 
only  means  of  breaking  the  endless  chain  must  take  a melancholy  view 
of  the  situation  and  of  the  character,  resources,  and  statesmanship  of 
the  United  States.  If  I believed  that  existing  conditions  would  not 
yield  to  treatment  and  that  there  is  no  curative  power  in  the  changed 
conditions  we  hope  for  at  an  early  day;  that  our  revenue  is  to 
continue  deficient;  that  we  are  to  have  an  endless  adverse  balance  of 
trade  and  repeated  bond  issues,  I might  accede  to  the  proposition  that 
our  legal  tenders  should  be  canceled,  but  I would  then  be  willing  to 
accede  to  many  other  propositions,  for  I would  expect  the  United  States 
to  give  up  the  ghost  at  an  early  day.  I need  hardly  say  that  I share 
in  no  such  despairing  view  of  our  future. 


I 


i 


THE  BANKS  ALONE  CAN  NOT  MAINTAIN  THE  PARITY. 


But  there  is  an  objection  of  still  greater  gravity  to  which  I now  call 
your  attention,  and  I am  sure  you  will  recognize  the  extreme  urgency 
of  its  claim  upon  your  consideration.  When  we  hav^e  retired  the  legal 
tenders,  parted  with  our  gold  reserve,  gone  out  of  the  banking  business, 
restricted  the  Government  to  its  legitimate  functions  of  collecting  the 
rev'enues  and  paying  the  expenses  of  the  Government,  having  gone  that 
far,  we  can  not  stop.  One  other  stej)  we  must  take  under  the  compul- 
sion of  logic  and  consistency.  We  must  repeal  the  provision  of  the  act 
of  1890  declaring  it  to  be  the  established  policy  of  the  Government  to 
maintain  the  parity  of  the  two  metals.  What  use  would  such  a law 
have  after  the  Gov^ernment  had  relinquished  all  control  ov’er  the 
redemption  of  money,  surrendered  to  the  banks  its  agency  in  keeping 
all  our  money  equal  in  purchasing  poAV’er,  and  v'oluntarily  abdicated  its 
sovereignty  over  its  own  money?  It  Avould  be  a word  of  jiromise  to  the 
ear  to  be  broken  to  the  hope.  It  would  be  a pledge  without  the  poAver 
of  redemiition.  What  power  can  it  Avield,  Avliat  influence  can  it  exert 
to  maintain  the  jiarity  of  our  money  and  redeem  the  [iledges  of  the 
nation  after  it  is  deprived  of  the  right  to  issue  and  control  and  redeem; 
what  other  possible  agencies  are  there  for  maintaining  the  eipiality  of 
our  money?  When  tlie  Government  has  Avashed  its  hands  of  this 
responsibility  and  turned  it  OA^er  to  the  banks,  are  thev  equal  to  the 
task  ? 


When  the  legal  tenders  are  gone  the  banks  wamld  necessarily  redeem 
their  notes  in  gold  or  silv  er  or  both.  To  keep  up  the  credit  of  their 
notes,  issuing  banks  would  hav^e  to  elect,  as  the  Government  now  does, 
to  pay  in  gold.  Does  anyone  believ^e  they  could  do  so?  If  money  is 
needed  to  jiay  foreign  balances  it  must  be  obtained  by  exchanging  notes 
for  it  or  it  must  be  bought  in  the  market,  and  in  tlnit  event  it  goes  to 
a premium.  Who  kllow^s  whether  the  banks  with  half  their  reserves 
in  silver  will  not  redeem  in  white  money  instead  of  yellow,  and  if  they 
do  the  jiarity  is  gone  and  we  are  on  a silver  basis.  Who  can  tell  how 
soon  the  demand  for  gold  at  the  counter  of  anj'^  bank  may  exceed  its 
ability  to  honor  the  draft,  and  in  such  an  ev'^ent  silv'cr  redenijition  and 
gold  suspension  must  ensue.  In  such  an  event,  is  any  man  bold  enough 
not  to  tremble  when  he  contemplates  the  disaster  that  must  follow  in 
its  wake  ? 

With  the  volume  of  our  money  consisting  of  three  nearly  eijual  parts 
of  gold,  and  silver,  worth  half  its  face,  and  paper,  worth  nothing  only 
as  it  acquires  vmlue  by  conv^ertibility,  liowMs  the  equality  of  all  that 
money  to  be  maintained?  Silver  is  now’  the  equivalent  of  gold  in 
purchasing  power.  It  is  held  to  that  equivalence  by  the  povver  of  a 
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people's  f litli  in  a nation's  pledges.  Could  the  banks  ot  the  United 
States  held  it  at  that  level?  We  have  witnessed  how  at  times  the 
strongest  faiths  wavered  and  the  stoutest  hearts  faltered  in  their  belief 
in  the  pt  wer  of  the  Government  to  maintain  the  parity.  Tlie  over- 
shadowing and  i)aralyzing  doubt  of  this  has  kept  us  in  a boiling  cal- 
dron of  : nxiety  and  alarm,  to  the  disturbance  of  business  and  the 
confusion  of  onr  tinances.  If  great  alarm  prevails  now,  when  all  the 
wealth  of  the  United  States  is  behind  silver  to  hold  it  up  and  maintain 
it.  so  thai  the  peo]de  hoard  gold  and  greenbacks  and  hurry  silver  and 
silver-i)ai  er  out  of  their  hands  as  s]>eedily  as  possible  to  the  embarrass- 
ment of  the  Government,  how  much  more  apprehensive  would  they  be 
with  mor3  than  half  the  coin  in  the  countiy  depreciated  50  per  (*ent, 
with  only  the  national  banks  behind  it  to  maintain  its  i)arity  ? It  looks 
to  me  as  plain  as  the  way  to  ])arish  chur<‘h  that  while  we  are  using 
silver  on  a gold  basisj  with  the  <lis])arity  in  value  now  existing,  we 
must  ke( p the  Government  in  a position  to  protect  it  or  we  arc  in 
imminent  peril  of  serious  disaster  at  any  time. 

Let  us  not  deceive  ourselves  in  this,  wherever  else  we  may  go  astray. 
The  cons  Mpiences  are  too  grave  to  admit  of  exi)eriment.  The  conten- 
tion that  the  undertaking  can  be  entered  upon  with  safety  is  entirely 
fallaciout,  utterly  illusory,  as  unsubstantial  as  the  baseless  fabric  of  a 
dream,  a id  it  I thought  there  was  danger  ot  the  Govern  ment  entering 
ni)on  so  lash  a venture  I would  solicit,  entreat,  and  pray  that  our  hands 
might  b(  stayed  before  we  put  them  to  the  de))ieciation  and  degreda- 
tion  of  the  money  of  the  United  States  and  the  intliction  upon  our 
people  ot  the  loss,  the  suffering,  and  misery  that  must  eiisim. 

BANK  i:OULD  NOT  KEEP  AN  ADEQUATE  GOLD  RESERVE. 
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it  not  be  wise  also,  in  the  event  supposed,  to  repeal  the  act 
national  banks  to  keep  a reserve  of  lawtiil  money,  consisting 
‘ cent  and  'Jo  per  cent,  resiiectively,  of  their  deposits,  for  it 
seem  to  me  that  this  provision  could  be  carried  out  if  the 
ire  required  to  be  in  S])ccie exclusively.  A law  that  is  wholly 
and  incapable  of  execution  ought  to  be  repealed. 

;gregale  reserve  required  on  !Se})teniber  _!8,  18h5,  to  secure 
was  §400,271,720.  There  was  hehl  at  the  same  time,  as  a part 
piired  reserve,  specie  to  the  amount  of  §llK),257,olO,  and  legal- 
otes  to  the  amount  of  §04,0(!0,00(),  in  the  ])roi>ortion  of  2 of 
1 of  legal-tender  notes.  If  it  can  be  assumed  that  the  banks 
iiy  time  need  in  actual  possession  the  entire  amount  of  their 
hey  would  have  §270,847,800  of  specie  and  §155,423,000  of 
ler  paper,  adhering  to  the  same  ratio.  But  when  you  consider 
retirement  of  the  legal  tenders  and  Treasury  notes  means  the 
of  the  aggregate  of  reserve  money  almost  one  third,  and  when 
ler  consider  that  the  total  visible  gold  in  the  Treasury  and  all 
s in  the  United  States  in  July  last,  asreiwrted  by  the  Director 
int,  was  only  §315,788,030,  you  can  not  fail  to  realize  the  diffi- 
le  banks  will  encounter  in  maintaining  the  required  reserves 
money,  and  it  gives  some  color  to  the  statements  of  bankers 
er  the  iiroposed  law  they  would  not  take  a dollar  of  deposits. 


INCREASE  THE  CIRCULATION  OF  THE  BANKS. 

These  reflections  lead  logically  to  the  legislation  I propose.  I want 
the  nati  in  to  retain  the  means  and  perform  the  duty  of  keeping  its 


OUR  MONETARY  DIFFICULTIES. 


25 


money  good  and  maintain  gold  redemption  and  the  parity  of  all  kinds 
of  money.  It  can  only  do  this  by  keeping  the  control  of  appropriate 
agencies  to  that  end.  To  enable  the  banks  to  make  their  currency 
more  elastic,  I would  authorize  them  to  issue  to  the  par  ot  the  bonds 
deposited.  This  would  make  a possible  increase  of  something  over 
§20, 000, 000.  It  would  be  inexpensive,  would  indeed  cost  nothing,  and 
answers  the  first  requirement  of  an  elastic  currency.  The  reduction 
of  the  tax  on  circulation  to  one  fourth  of  1 per  cent  would  add  to  their 
interest  three  fourths  of  1 per  cent. 

If  it  is  true  that  under  the  present  law  banks  receive  forty-five  one- 
hundredths  of  1 per  cent  or,  say,  one-half  of  1 per  cent  on  their  circula- 
tion more  than  they  would  on  the  investment  of  an  eiiuivalent  amount 
of  capital  at  0 iier  cent,  that  is  to  say,  an  aggregate  return  of  (!.t  per 
(•eiit — it  is  obvious  that  if  they  were  relieved  of  three-fourths  ol  1 iier 
cent  tax  on  the  circulation  and  could  issue  10  per  cent  more  than  they 
do,  which,  loaned  at  0 per  cent,  v.'ould  yield  the  equivalent  of  two- 
thirds  of  1 per  cent  on  the  90  ]>er  cent  already  out,  which  would  aggre- 
gate .1  plus  f i)lus  fj,  which  is  twenty-three  twelfths,  or  nearly  2 per 
cent,  so  that  the  total  return  on  capital  would  be  8 i>er  cent.  At  that 
profit  banks  would  [uit  out  all  the  circulation  the  i)eo[>le  need. 

^Vith  this  encouragement  they  might  also  convert  a [Kution  ot  the 
miscellaneous  securities  they  carry  and  on  which  they  are  not  realizing 
more  than  4 or  5 }>er  cent,  but  which  they  are,  for  \arious  reasons, 
reluctant  to  part  with,  into  Government  bonds  to  increase  their  circu- 
lation. I find,  on  examination,  that  the  national  banks  of  the  United 
States  are  carrying  §195,090,00!)  of  these  miscellaneous  securities,  with 
an  aggregate  circulation  of  only  §220,000,000.  In  Pennsylvania  411 
national  banks,  with  §75,000,900  of  capital  stock  and  holding  Out 
§27,000,000  of  bonds  for  circulation,  carry  §31,000,000  of  miscellaneous 
securities. 

In  Lancaster  County,  Pa.,  which  1 have  the  honor  to  reiiresent, 
embracing  a territory  of  1,000  square  miles,  there  are  20  national  banks 
with  a capital  stock  of  §3,050,000  and  a circulation  ot  §1,087,-13();  yet 
those  banks  carry  stocks  and  securities  amounting  to  §731,139,  as 
appears  from  a tabulated  statement  I hold  in  my  hand. 
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I ank  statement  for  Lancaster  City  and  County^  September  28,  1895. 


Capital 

stock. 

u.  s. 

bonds  to 
secure  cir- 
culation. 

Note 

circula- 

tion. 

ludiyidual 

deposits. 

Owing 

national 

banks. 

Owing 

reserye 

agents. 

Stocks 

and 

securi- 

ties. 

CTTV  tANKS. 

First  Xationa 

$210, 000 

$210, 000 

$188,  000 

$2:J0,  635 

$17,  705 

$19,  525 

$102, 496 

Conestoiia  Na  sioiial 

200,  000 

50,  000 

45,  000 

351,  074 

25,  858 

13, 923 

65, 519 

Farmers’ onal 

450. 000 

110, 000 

95,  380 

560, 260 

41,  704 

79.  934 

68.  335 

Fulton  Natioi  al 

200,  000 

50,  000 

45,  000 

488, 088 

32.  902 

45,  256 

13, 097 

Lancaster  Coi  nty National.. 

3U0, 000 

50.  000 

44.  000 

644, 156 

18,  071 

106, 783 

27, 475 

Northern  Nat  onal 

125,  000 

120,  000 

108,  000 

118,  983 

9,  320 

4,  988 

371 

People’s  Nati  »nal 

200,  OOO 

50,  000 

44,  280 

343,837 

12, 123 

24,  645 

1, 195 

Total  ci  banks 

1,  085,  000 

640, 000 

567,  660 

2,  737.  033 

157,  683 

295.  054 

278, 388 

COUNT'  BANKS. 

Keystone,  Mii  tiheim 

60,  000 

45,000 

40.  500 

60,  832 

418 

5,188 

10,  000 

National,  Mai  heim 

150,  000 

40,  000 

35, 250 

87,  071 

5,  087 

19, 199 

39. 000 

First  Nations  1,  Marietta 

100,  000 

50, 000 

45.  000 

218,  462 

3,480 

21,546 

95, 692 

Lincoln  Nati<  nal 

60, 000 

15,  000 

13, 500 

49, 760 

582 

66, 373 

19,500 

Lititz  Nation.  A 

105,  000 

35.  000 

31,500 

127,611 

15, 510 

2. 189 

48,  887 

First  Nations  ..  Columbia 

200,  OOO 

50, 000 

44,  700 

301,871 

18,  862 

27, 288 

22, 565 

Central  Natie  lal.  Columbia  . 

100.000 

25,  000 

22,  500 

197,510 

631 

16,813 

32.  507 

Columbia  Na  ional 

300.  000 

50,  000 

45,  000 

390, 304 

19,  959 

41,260 

70. 950 

Christiana  Ni  tional 

150, 000 

12,500 

10,  250 

86,  270 

4,814 

27,  685 

Elizabethtow  National 

100,  000 

25,  000 

22.  200 

130,  307 

3.  187 

27.  660 

Ephrata  Nat  onal 

Farmers’  Nat  onal,  Ephrata  . 

125.  000 

52.  000 

48,  800 

165,  809 

4.  ;!75 

9,  938 

2,  500 

50.  000 

12,  500 

11,250 

84,  050 

1.S30 

14,  543 

1,033 

First  Nation:  1.  Strasburg... 

80,  000 

20.  000 

18,  000 

102,  696 

4,  530 

44. 120 

27,  273 

Quarry  ville  > at  ional 

60, 000 

15,  000 

13.  500 

119,141 

3,  090 

23.  227 

5, 900 

Gap  National  

50,  000 

12,  500 

n,250 

79,  304 

491 

13, 352 

26.  913 

New  Hollanil  National 

125,  000 

35,  000 

31,500 

163,  665 

4,131 

21,  385 

27,  638 

First  Nation:  1,  Mount  Joy  .. 

100,  000 

25,  000 

21,800 

138, 968 

12. 169 

25, 1U3 

17,  393 

Union  Nation  d.  Mount  Joy  . 

100, 000 

50,  000 

44,  320 

95,  794 

8,810 

25.  852 

5,  000 

Mountville  N ttional 

50,  000 

12,  500 

10.  950 

114,  591 

8,  .>54 

15,  435 

Total  c(  unty  banks.... 

1,  965. 000 

582, 000 

519,  770 

2.  713,  344 

120.810 

385, 156 

452,  751 

Total  c tv  banks 

1,  685.  000 

640,  000 

567, 660 

2,  737,  033 

157,  683 

295,  054 

278, 388 

Total  e ty  and  county. 

3,  650,  OoO 

1,  222,  000 

1,087,  430 

5,  450,  377 

278, 493 

680,  210 

731, 139 

It  thus  appears  that  about  one-third  of  the  stock  is  represented  by 
United  States  bonds,  with  tlie  maxiuiiim  circulation  out  on  the  bonds 
deposited , 

In  cont  ’ast  with  the  monetary  situation  in  my  district  and  in  Penn- 
sylvania call  your  attention  to  a similar  statement  of  the  banking  sit- 
uation in  the  eight  Southern  States  named,  in  not  one  of  which  does  the 
circulatio  i exceed  that  in  Lancaster  County  alone,  and  yet  in  every  one 
of  these  S sates  the  banks  carry  large  amounts  of  miscellaneous  securities 
which  mi  ^ht  be  converted  into  bonds  to  increase  their  circulation.  I 
have  tak  m the  pains  to  look  into  these  figures  to  see  what  means 
national  banks  already  have  to  increase  their  accommodations  to  the 
public  if  they  have  a sufficient  motive  for  doing  so,  and  I attach 
the  statei  lent  as  follows: 

Bank  statement  for  eight  Southern  States,  September  28,  1895. 


State 

Stock. 

Bunds  de- 
posited. 

Circula- 

tion. 

Individual 

deposits. 

! Due  from 
reserve 
agents. 

1 

1 Stocks 
and  secur- 
ities. 

1 National 

1 banks. 

1 

North  Carolii  a 

$2,716, 000 

$810.  500 

$686,175, 

$4,550,610  1 

$562,155  , 

$205,  635  1 

27 

South  Carolir  i 

1, 918, 000 

574,  750 

1 510, 000 

3,  575, 467 

425,  929 

1,093,890 

16 

Georgia 

3,  516,  000 

1,  084,  000 

925, 062  i 

5,  698,  356 

752,413 

783,693 

29 

Florida 

1, 435,  000 

417,500 

368,  500  1 

3,950,134  : 

6tU,  954 

630, 192 

18 

Alabama 

1 3,485,000 

1,142,  000 

' 1,000,000  j 

5,636.171  1 

644,  345 

1, 272, 654 

26 

Mississippi  

I 855, 000 

238, 750 

210,000 

1,  610,  088 

105,233 

341,698 

10 

Louisiana 

3,  660,  000 

1,140, 000 

1,  o:io.  972 

18,  038,  973 

1.912,884 

3, 403, 162 

19 

Arkansas  

1,  220, 000 

289.000 

259,190 

1,  742,  385 

360, 120 

1 

94,  913  ' 
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RELIEF  FROM  SMALLER  BANKS. 

Then  there  would  be  in  some  sections  of  the  country  a considerable 
degree  of  relief  in  the  i)ermission  to  organize  national  banks  with  a 
capital  stock  of  $20,000  in  towns  not  exceeding  4,000  inhabitants.  In 
the  South  and  West  this  relief  is  much  needed.  In  some  other  sections 
it  would  not  be  availed  of.  In  my  district,  of  the  20  national  banks, 
but  2 have  not  exceeded  the  minimum  limit  of  capital  stock,  yet  you 
can  not  travel  more  than  ten  or  fifteen  miles  without  finding  a national 
bank  ready  and  willing  to  accommodate  you.  In  the  eight  Southern 
States  named  above,  there  are,  all  told,  but  154  national  banks,  scarcely 
more  than  one-third  the  number  iu  Pennsylvania.  It  is  easily  seen  that 
these  States  are  in  urgent  need  of  an  alteration  in  the  law  enabling 
national  banks  to  organize  with  smaller  capital  than  is  now  allowed. 

REINFORCE  THE  RESERVE. 

This  brings  me  to  the  larger  and  more  interesting  proposition  which  has 
for  its  object  the  reinforcement  of  the  gold  reserve  by  utilizing  tor  that 
purpose  the  idle  silver  bullion  in  the  Treasury  vaults  and  the  I nited 
States  mints.  The  main  point  I have  iii  view  is  to  strengthen  the  reserves 
and  restore  ]>ublic  confidence.  It  is  time  we  had  ended  the  stupendous 
folly  of  keeping  $100,000,000  worth  of  silver  bullion  in  utter  idleness, 
not  available  even  for  the  redemption  of  the  notes  issued  for  the  pur- 
chasing of  it.  _ . . , 

The  provisions  of  the  bill  are  direct  and  simi)le,  and  in  carrying  them 

into  execuLion  no  serious  embarrassments  ot  any  kind  can  ensue.  The 
administrative  details  may  require  some  modifications,  but  the  leading 
features  of  the  measure  can  be  exju’cssed  in  a few  lines.  It  provides 
for  uniting  the  unaiqiropriated  and  idle  silver  bullion  ]uirchased  with 
the  Treasury  notes  of  1800  with  the  gold  reserve,  constituting  a con- 
solidated reserve  redemiition  fund  to  be  set  apart  and  kept  separate  and 
apart  for  the  exclusive  jmrpose  of  redeeming  our  legal-tender  jiaper.  In 
the  oiieration  of  redemidioii  the  Secretary  of  the  Treasury  shall  have  the 
option  of  using  gold,  or  silver  bullion  at  its  gold  value  in  the  leading  mar- 
kets at  the  time  the  ]>a])er  is  in  esented,  or  h<‘  may  redeem  in  silver  dollars 
at  the  option  of  the  holder.  When  the  United  States  legal-tender  iioi  es 
are  redeemed  thev  shall  be  reissued  as  under  existing  law.  ihe 
Treasury  notes  of  1800  when  redeemed  in  silver  shall  be  canceled  and 
retired.  The  gold  fund  shall  be  maintained  as  under  existing  law  and 
the  silver  ])orti(3«i.  when  in  the  judgment  ot  the  Secretary  ot  the  Ireas- 
ury  it  requires  reeuforcement,  by  the  ])urchase  ot  silver  at  the  market 
price  with  any  surplus  in  the  Treasury  or  at  the  o|)tion  ot  the  Secretary 
of  the  Treasury  with  Treasury  notes  of  the  same  character  as  those 

of  1800. 

The  consideration  which  impels  me  to  retire  the  Treasury  notes  ot 
1890  when  redeemed  in  silver  is  twofold.  First,  it  keeps  the  treatment 
of  the  notes  in  harmony  with  existing  law,  which  tbrbids  any  of  them 
to  be  outstanding  in  excess  of  the  cost  ot  the  silver  bullion,  and  the 
standard  silver  dollars  coined  therefrom  then  held  in  the  Treasury  ])ur- 
chased  bv  such  notes. 

In  the"  second  idace,  I am  of  opinion  that  it  would  be  better  for 
our  monetary  system  if  the  Treasury  notes  of  1890  were  redeeme<l  and 
canceled.  The‘Unite<l  States  legal  tenders,  known  as  the  greenbacks, 
constitute  as  large  a volume  of  Government  paper  as  it  is  prudent  to 
maintain.  That  amount  we  can  safely  and  wisely  keep  out  on  the 
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advocated  by  John  Stuart  which  I think  is  sound,  that 
min  amount  of  paper  money  needed  in  the  circulation  should 
ed  the  Government,  leaving’  the  balance  of  the  volume 
!)lied  by  the  more  elastic  bank  currency, 
i’  would  be  more  likely  to  stift'en  up  tlu^  public  faith  in  our 
and  ability  to  maintain  redemption  in  gold  or  its  e([uivalent 
<100,000,060  of  silver  by  the  side  of  our  J^100,000,000  of  gold 
;e  it  all  at  its  gold  value  to  the  redem^ition  of  Government 
ng  one  or  the  other  at  tiie  option  of  the  Secretary.  If  we 
so  a year  ago  I do  not  believe  we  would  have  had  any  need 
a cent.  It  wonld  liavt*  opeiated  in  two  ways;  tirst  it  would 
iased  the  supply  to  meet  any  necessary  demand  for  redenip- 
it  would  have  curtailed  the  demand,  because  people  bringing 
gold,  finding  they  would  get  silver  of  ecinivalent  value  woukl 
[hey  could  do  without  redemption.  Tin'  unmistakable  effect 
to  check  the  endless-chain  perfortnance. 

easury  has  been  eri[)i)led  for  lack  of  tin'  kind  of  money  it 
1 for  redemption  purposes,  though  it  had  an  abundance  of 
the  next  vault,  d.  Lawrem-e  Laughlin  says;  “It  is  like  an 
1 guns  but  not  sufficient  ammunition  of  the  right  size;  ])lenty 
ges  but  not  of  the  right  caliber;  they  won’t  lit  the  gnn.”  We 
irsenal  ])rerty  well  tilled  but  not  available.  One  hundred 
dlars  silver  bullion  made  available  for  ledemption  would 
' Treasury  to  do  vastly  more  work  without  buying  gold.  We 
)t  have  so  much  useless  ammunition.  1 he  Treasury  should 
ition  to  tlefend  itself  with  tlie  silver  it  has  at  its  gold  value. 
' accession  to  our  reserve  would  tend  to  dispel  the  fear  that 
in  many  (piarters  that  some  portion  of  onr  paper  money  will 
later  be  redeemed  in  silver  dollars.  In  addition  to  that  it 
■e  additional  credit  to  the  Treasury  notes  by  ])lacing  their 
able  in  bullion  behind  them  and  make  it  available  for  their 
m at  its  gold  value.  Xo  one  can  say  that  this  use  of  the 
a degradation  of  the  white  metal.  It  is  directly  the  reverse, 
ion  is  in  the  mud  now;  it  can  get  no  lower.  It  is  dishonored 
town.  It  is  not  even  permitted  to  be  useful.  This  will  lift  it 

I its  lost  estate  and  give  it  the  rank  ami  dignity  of  money.  It 
suitable  for  export  as  gold  and,  being  used  at  its  gold  value, 

II  suffer  injustice.  The  danger  of  loss  by  a.  fall  in  ])rice  before 
. its  destination  abroad  ])i  esents  no  practical  difficulty,  for 
Iver  to  use  will  be  more  likelv  to  sustain  the  market  than  to 
, and  the  holder  would  be  more  likely  to  make  than  lose. 

J.  IT’obyn,  in  the  dournal  of  the  Koyal  Statistical  Society  of 
ays  that  in  tlie  United  States  the  large  stock  of  silver  held 
ely  useless  in  maintaining  the  parity  of  that  metal  with  gold, 
nr  currency  would  be  in  much  sounder  condition  if  the  entire 
)f  silver  were  converted  into  gold.  “We  are  living  in  a fool’s 
’ says  this  writer,  *‘and  the  liability  on  account  of  the  cur- 
oncealed  by  the  creation  of  a tictitious  asset  in  the  form  of 
Mice  between  the  nominal  and  real  value  of  the  silver  held  in 
ary.”  It  will  be  remembered  that  Secretary  Windom,  in  his 
jport  for  the  year  1881),  recommended  the  issue  of  Treasury 
list  deiiosits  of  silver  bullion  and  the  redemption  of  the  notes 
at  its  market  value.  In  his  own  Avords  the  proposition  was: 

isury  notes  against  deposits  of  silver  bullion  at  the  market  price  of  silver 
ite<l,  payable  (»n  demand  in  such  (inantitics  of  silver  bullion  as  will  ecjual 
the  date  of  presentation,  the  niunber  of  dollars  expressed  011  the  face  of 
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the  notes  at  the  market  price  of  silver,  or  in  gold  at  the  option  ot  the  (Jovermnent, 
or  in  silver  dollars  at  the  option  of  the  holder. 

House  bill  7247,  now  before  the  committee,  extends  that  mode  of 
redemittion  to  all  legal-tender  pajier.  To  apply  it  to  one  kind  ot  Gov- 
ernment paper  and  not  anotlier  would  be  objectionable,  because  it  would 
be  a discrimination  that,  in  a measure,  would  discredit  one  ])ortion  of 
our  money.  While  we  are  maintaining  the  parity  of  all  our  inoney,  like 
kinds  of  paper  should  be  treated  in  like  manner.  The  Windom  idea 
met  with  quite  general  ac(*eptance,  and  accordingly  it  was  embodied  in 
a bill  and  introduced  in  the  Fifty-tirst  Congress.  1 1 was  reiiorted  favor- 
ably by  the  Committee  on  Coinage,  Weights,  and  Measures  and  passed 
the  House.  In  the  Senate  it  was  converted  into  a free-coinage  bill,  and 
in  the  conference  committee  it  underwent  another  transtormation 
and  came  out  the  act  of  181)0. 

Mr.  Windom  in  his  report  says  the  advantages  of  retaining  the 
option  to  ledeem  in  gold  are  threefold:  hirst,  it  would  give  additional 
credit  to  the  notes;  second,  it  Avould  prevent  the  withdrawal  and 
redepo.sit  of  silver  for  siiecnlative  ]mr}»oses;  third,  it  would  allord  a 
convenimit  method  of  making  change  when  the  weight  ot  silver  bars 
does  not  corresjiond  with  the  amount  of  the  notes.  In  the  course  ot  his 
argument  Mr.  Windom  brought  into  distinct  view  the  inexpediency  ot 
piling  up  ill  the  vaults  of  the  Treasury  a large  quantity  of  silver 
bullion  which  could  )*ot  be  made  available  for  the  redemption  ol  the 
very  notes  whicli  were  based  upon  it.  Singuhu  ly  enough,  that  is  the 
precise  situation  xve  are  in  at  this  time,  and  it  was  to  improve  that 
situation  that  J introduced  the  bill  I am  advocating. 

At  the  risk  of  being  tedious  1 will  reproduce  some  of  the  advantages 
of  the  measure  which  were  presented  by  IMr.  M indom,  as  far  as  apjili- 
cable  to  our  present  situation. 

MR.  WINDOM'S  PROPOSITIONS. 

(1)  It  would  give  us  a paper  currency  not  subject  to  undue  or  arbitrary  inllaiion 
or  contraction,  nor  to  tluctuating  values,  but  based,  dollar  lor  dollar,  on  bullion  at 
its  market  jirice ; and  having  behind  it  the  ])ledge  of  the  Governinent  to  inaintain  its 
value  at  par,  it  would  be  as  good  as  gold  anti  would  remain  in  circulation,  as  tlieie 
could  be  110  motive  for  demanding  redemption  for  the  purposes  of  ordinary  business 

transactions.  • , 1 *1 

(2)  By  the  utilization  of  silver  in  this  way  a market  would  be  provided  lor  the 

surplus  product.  This  wouhl  tend  to  the  rapid  enhancement  of  its  value,  until  a 
point  wouhl  be  reached  where  we  could  with  safety  open  our  mints  to  the  free 

coinage  of  silver.  . x,  • * 

(3)  The  volume  of  abstdutely  sound  and  perfectly  couvcnient  currency  thus  intro- 

duced into  the  channels  of  trade  would  also  relieve  gold  ot  a part  ol  the  work  v Inch 
it  would  otherwise  l>e  reoiiired  to  ]>crlorni.  Both  oi  tiie  ranses  last  it  is 

conlidently  believed,  would  tend  to  reduce  the  dilference  in  value  between  the  two 
metals  and  restore  the  equilibrium  so  much  desired.  It  would  lurnish  a |»erlectl\ 
souinl  curri'ucy  to  take  the  ]ilac<‘  ol  retired  national-bank  notes,  ami  thus  present 
the  contraction  feared  from  that  source. 

(4)  There  would  be  no  possibility  of  loss  to  the  holders  of  these  notes,  because  in 
addition  to  their  full  face  value  in  bullion  they  wouhl  have  behind  them  the  pledged 
faith  of  the  tioverniueut  to  redeem  them  in  gold,  or  its  eiiuivaleut  in  silver  bullion. 

Tlie  force  of  these  iiroiiositioiis  must  be  admitted,  and  it  is  difficult 
to  discover  countervailing  reasons  sufficient  to  overthrow  them. 

In  considering  the  necessity  for  strengthening  the  gold  re.serve  by 
the  use  of  our  aA^ailable  silver  bullion  it  must  not  be  forgotten  tliat 
when  the  $100,()00,()()0  limit  was  adopted  we  had  but  about  Sj>40, 000,000 
of  legal  tenders  to  be  covered,  whereas  now  we  have  nearly  8o00,000.000, 
to  say  nothing  of  the  silver  certiticates  and  bank-note  currency.  That 
we  need  a larger  reserve  for  the  Avork  it  has  to  do,  1 think  is  too  obA’ious 

to  need  to  be  argued. 
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ludeei  , every  consideration  that  occurs  to  me  bearing  upon  the 
aijplicatijii  of  curative  measures  to  the  imeseiit  situation  with  a view 
to  allaying  the  anxiety,  alarm,  and  distrust  which  has  so  long  existed, 
and  ol  riassuring  the  public  mind  and  restoring  that  conhdence  so 
nccessar  ^ to  bring  normal  conditions  to  the  help  of  our  monetary  sys- 
tem, uniies  in  commending  and  urging  upon  the  attention  of  this  com- 
mittee o Congress,  and  of  the  country,  not  only  the  suitableness  of 
this  mea  mre  to  the  existing  situation,  but  as  the  most  promising  form 
of  remed  tal  legislation  now  possible. 


BILL  (H.  R.  7247)  INTRODUCED  BY  MR.  BROSiUS. 


^ Fifty-fourth  Congiess,  first  sessiou.  11.  R.  7247. 

In  the  House  of  Representatives. 

March  13,  1896. 

Mr.  Brosius  iutroduced  the  following  bill;  which  was  referred  to  the  Coimiiittee  on 

Banking  and  Currency  and  ordered  to  be  printed. 

A BILL 

To  increase  the  circulation  of  national  banks  and  promote  the  redemption  of  legal- 

tender  and  United  States  Treasurv  notes. 

Be  it  enacted  hjf  the  Senate  and  House  of  Representatives  of  the  United  States  of  America 
in  Congress  assemhied,  That  upon  deposits  by  national  banking  associations  of  I nited 
States  bonds,  bearing  interest  as  provided  by  law  under  the  provisions  of  sections 
lifty-one  hundred  and  hfty-nine  and  fifty-one  hundred  and  sixty  of  the  Kevised  Stat- 
utes, such  associations  shall  be  entitled  to  receive  from  the  Comptroller  of  the  Cur- 
rency circulating  notes  of  different  denominations  in  blank,  registered  and  counter- 
signed as  provided  by  existing  law,  equal  in  face  value  to  the  full  par  value  of  the 
bonds  so  deposited;  and  national  banking  associations  now  having  bonds  on  dej>osit 
for  the  security  of  circulating  notes  less  in  face  value  than  the  par  value  of  the  bonds, 
or  which  may  hereafter  have  such  bonds  on  deposit,  shall  be  entitled,  upon  due  appli- 
cation to  the  Comptroller  of  the  Currency,  to  receive  additional  circulating  notes  in 
blank  to  an  amount  which  will  increase  the  aggregate  value  of  the  circulating  notes 
held  by  such  associations  to  the  par  value  of  the  bonds  deposited,  such  additional 
notes  to  be  held  and  treated  in  the  same  way  as  circulating  notes  of  national  bank- 
ing associations  heretofore  issued,  and  subject  to  all  the  provisions  of  existing  law 
aifecting  such  notes:  Frovided,  That  nothing  herein  contained  shall  be  construed  to 
modify  or  repeal  the  provisions  of  sections  fifty-one  hundred  and  sixty-seven  and  fifty- 
one  hundred  and  seventy-one  of  the  Revised  Statutes,  authorizing  the  Comptroller 
of  the  Currency  to  require  additional  deposits  of  bonds  or  of  lawful  money  in  case 
i the  market  value  of  the  bonds  held  to  secure  the  circulating  notes  shall  fall  below 

the  par  value  of  the  circulating  notes  outstanding  for  which  such  bonds  may  be 
deposited  as  security. 

p Sec.  2.  That  every  such  association  having  a circulation  secured  by  a deposit  of 

bonds  as  required  by  law  shall,  in  lieu  of  the  tax  assessed  upon  the  circulation  of 
I national  banks  under  existing  law,  pay  to  the  Treasury  of  the  United  States  on  the 

first  day  of  January  of  eacli  \ear  a duty  of  one-fourth  of  oiie  per  centum  upon  the 
average  amount  of  its  notes  in  circulation  during  the  previous  year,  and  in  all  other 
^ respects  the  said  bonds  and  the  circulation  secured  by  them  shall  be  subject  to 
existing  law. 

Sec.  3.  That  section  fifty-one  hundred  and  thirty-eight  of  the  Revised  Statutes  is 
hereby  so  amended  as  to  read  as  follows: 

‘^Sec.  5138.  No  association  shall  be  organized  with  a less  capital  than  one  hundred 
thousand  dollars;  except  that  banks  with  a capital  of  not  less  than  fifty  thousand 
dollars  may,  with  the  approval  of  the  Secretary  of  the  Treasury,  l»e  organized  in 
any  place,  the  population  of  which  does  not  exceed  six  thousand  inhabitants;  and 
except  that  banks  with  a capital  of  not  less  than  twenty-five  thousand  dollars  may, 
with  the  sanction  of  the  Secretary  of  the  Treasury,  be  organized  in  any  place,  the 
population  of  which  does  not  exceed  three  thousand  inhabitants.  No  association 
shall  be  organized  in  a city,  the  population  of  which  exceeds  fifty  thousand  persons, 
with  a capital  of  less  than  two  hundred  thousand  dollars.'^ 

Sec.  4.  That  the  sum  of  one  hundred  million  dollars  in  gold  coin  and  one  hundred 
million  dollars’  worth  of  silver  bullion  at  its  market  price  on  the  said  first  day  of 
July,  anno  Domini  eighteen  hundred  and  ninety-six,  shall  be  set  apart  by  the  Secre- 
tary of  the  Treasury  and  thereafter  kept  separate  and  apart,  and  a separate  account 
^ kept  thereof,  as  a reserve  redemption  fund  for  the  exclusive  purpose  of  carrying  into 

effect  the  provisions  of  this  Act  and  to  be  used  for  no  other  purpose. 


31 


OUR  MONETARY  DIFFICULTIES. 


Sec.  5. 
aud  uiiiet 
bulliou  at 
or  in  silvt 
tender  no 
purchase  • 
purposes/ 
tat  ion  for 
the  city  o 
Secretary 
he  shall  if* 
at  one  of 
value  on  t 
market  pi 
rules  and 
markets  o 
standard  f 
from  time 
silver  coil 
Treasury  : 
will,  in  hi 
issued  for 
and  niiiet; 
shall  be  c: 
Sec.  d. 
of  the  ref- 
surplus  re 
dispose  ot 
such  form 
of  that  sn 
not  to  ex 
redeemab] 
date,  and 
and  exom 
in  act  en 
July  fourl 
shall  be  c 
hundred  a 
United  St 
ofter  for  s 
eighteen  1 
scriptioiis 
and  desig 
Sec.  7. 
of  the  sai 
at  the  ma 
and  twen 
any  inone; 
payment 
and  denoii 
with  the  ] 
States  in  i 
of  Treasui 
een  huud 
imported 
coin  shall 
Sec.  8. 
printed  oi 
Sec.  9. 
are  hereb 


riiat  on  and  after  the  first  day  of  July,  anno  Domini  eighteen  hundred 
y^-six,  the  Secretary  of  the  Treasury  shall  redeem  in  gold  coin  or  silver 
its  market  value  on  the  day  of  redemption  at  the  option  of  the  Secretary, 
r coin  at  the  option  of  the  holder,  any  outstanding  United  States  legal- 
es  and  Treasury  notes  issued  under  the  act  entitled  ‘‘An  act  directing  the 
d*  silver  bullion  and  the  issue  of  Treasury  notes  thereon,  and  for  other 
approved  July  fourteenth,  eighteen  hundred  and  ninety,  on  their  presen- 
redemption  at  the  ofiice  of  the  assistant  treasurer  of  the  United  States  in 
’ Xew  York  in  sums  of  not  less  than  fifty  dollars:  Provided,  That  if  the 
of  the  Treasury  exercise  the  option  to  redeem  saiil  notes  in  silver  bulliou; 
■iue  a certificate  of  deposit  for  the  sum  of  the  notes  so  presented  payable 
he  mints  of  the  United  States  in  an  amounts  of  silver  bullion  eijual  in 
he  date  of  said  certificate  to  the  number  of  dollars  stated  therein  at  the 
ice  of  silver,  to  be  determined  by  the  Secretary  of  the  Treasury  under 
•egulations  prescribed,  based  upon  tiie  price  current  in  the  leading  silver 
the  world:  Provided,  That  the  Secretary  of  the  Treasury  shall  coin  into 
ilver  dollars  as  much  of  the  silver  bullion  in  the  reserve  redemption  fund 
to  time  as  may  be  necessary  to  redeem  notes  which  may  be  presented  for 
redemption;  or,  at  Iiis  discretion,  he  may  use  any  free  silver  coin  in  the 
or  the  purpose  of  said  redemption  when  the  condition  of  the  Treasury 
i judgment,  justify  it:  And  provided  further,  That  when  the  Treasury  notes 
the  purchase  of  silver  under  the  act  of  .Inly  fourteenth,  eighteen  hundred 
, are  redeemed  in  silver  bullion  or  coin  they  shall  not  be  reissued,  but 
uceled  aud  retired. 

riiat  to  enable  the  Secretary  of  the  Treasury  to  maintain  the  gold  portion 
erve  redemption  fund  required  by  this  act,  he  is  authorized  to  use  any 
venue  in  the  Treasury  not  otherwise  approj)riated,  aud  to  issue,  sell,  and 
at  not  less  than  par,  coupon  or  registered  bonds  of  the  United  States  in 
as  he  may  prescribe  and  in  denominations  of  fifty  dollars  or  some  multiple 
in,  to  an  amount  snfiicient  for  the  object  stated  in  this  section,  bearing 
3eed  three  i»er  centum  interest  per  annum'  payable  semiannually,  and 
e at  the  pleasure  of  the  United  States  in  coin  after  five  years  from  their 
payable  in  twenty  years  after  their  date,  with  like  qualities,  privileges, 
)tions  not  inconsistent  with  the  provisions  of  this  act,  as  are  prescibed 
itled  ‘‘An  act  to  authorize  the  refunding  of  the  national  debt,^'  approved 
eenth,  eighteen  hundred  and  seventy:  Provided,  That  nothing  in  this  act 
jnstrued  to  repeal  or  modify  an  act  approved  May  thirty-first,  eighteen 
nd  seventy-eight,  entitled  “An  act  to  forbid  the  further  retirement  of  the 
xtes  legal-tender  notes. Whenever  the  Secretary  of  the  Treasury  shall 
lie  any  of  the  bonds  authorized  by  this  act  or  by  the  resumption  act  of 
lundred  and  seventv-five,  he  shall  advertise  the  same  and  authorize  sub- 
therefor  to  be  made  at  the  Iheasury  Department  and  at  the  subtreasuries 
aated  depositories  of  the  United  States, 

Fhat  to  enable  the  Secretary  of  the  Treasury  to  maintain  the  silver  portion 
d reserve  redemption  fund,  he  is  authorized  to  purchase  silver  bullion 
rket  price,  not  exceeding  one  dollar  for  three  hundred  and  seventy-one 
y-five  one-hundredths  grains  of  pure  silver,  and  to  pay  for  the  same  out  of 
in  the  Treasury  not  otherwise  appropriated,  or  at  his  option  to  issue  in 
herefor  Treasury  notes  of  the  United  States  of  the  same  form,  character, 
linations,  aud  with  all  the  rights,  qualities,  and  privileges  not  inconsistent 
•rovisions  of  this  a**t,  which  are  prescribed  for  Treasury  notes  of  the  United 
n act  entitled  “An  act  directing  the  purchase  of  silver  bullion  and  the  issue 
y notes  thereon,  and  for  other  purposes,''  approved  July  fourteenth,  eight- 
"ed  aud  ninety;  Provided,  That  no  silver  bulliou  or  foreign  silver  coins 
nto  this  country  or  bars  resulting  from  melted  or  refined  foreign  silver 
be  purchased  under  the  provisions  of  this  act. 

That  a sum  sufiicient  to  carry  out  the  provisions  of  this  act  is  hereby  appro- 
t of  any  money  in  the  Treasury  not  otherwise  appropriated. 

Fhat  all  acts  aud  parts  of  acts  inconsistent  with  the  provisions  of  this  act 
repealed. 
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